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1994 


WEDNESDAY,  MARCH  16,  1994 

U.  S.  Senate, 
Committee  on  Labor  and  Human  Resources, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  2:33  p.m.,  in  room 
SD-430,    Dirksen    Senate    Office    Building,    Senator    Howard    M. 
Metzenbaum  presiding. 

Present:  Senators  Metzenbaum,  Dodd,  and  Durenberger. 


Opening  Statement  of  Senator  Metzenbaum 

Senator  Metzenbaum.  Secretary  Reich,  I  am  pleased  to  welcome 
you  to  our  committee's  first  hearing  on  the  Reemployment  and 
Training  Act  of  1994.  I  have  intentionally  worn  my  little  button 
that  says  "S.  55  Now".  I  was  informed  this  morning  that  the  Presi- 
dent is  supportive  of  the  legislation  and  will  help  get  it  passed,  and 
I  look  forward  to  working  with  him  and  you  and  anybody  else  that 
wants  to  join  the  team  to  pass  S.  55. 

I  think  today  we  direct  our  attention  not  to  the  issue  of  S.  55  but 
to  the  whole  question  of  reemployment  and  training.  I  don't  have 
to  tell  you  that  we  are  all  proud  of  the  fact  that  our  economy  is 
finally  emerging  from  a  long  recession,  and  the  President  and  you 
and  the  other  members  of  his  team  have  a  right  to  be  very  proud 
of  that  fact. 

In  the  first  year  of  the  Clinton  administration,  almost  two  mil- 
lion jobs  were  created  in  the  private  sector.  That  is  encouraging 
news,  but  for  the  eight-and-a-half  million  workers  that  are  still 
looking  for  work,  it  is  of  little  consolation.  No  matter  how  much  the 
economy  improves,  their  old  jobs  are  gone  for  good,  and  that  is  a 
matter  of  concern  for  you  and  me  and  for  them  as  well. 

Nineteen-ninety-three  saw  the  highest  percentage  of  permanent 
job  loss  ever  recorded  by  your  Department.  Seventy-five  percent  of 
all  laid-off  workers  will  never  return  to  their  former  jobs.  Perma- 
nent layoffs  due  to  increased  global  competition  and  overseas  plant 
relocation  have  long  plagued  manufacturing  workers.  Job  loss  is  no 
longer  the  exclusive  problem  of  these  blue-collar  workers.  Tens  of 
thousands  of  white-collar  workers  have  found  themselves  in  the  un- 
employment line,  their  jobs  the  casualties  of  corporate  downsizing. 
Others  have  lost  their  jobs  to  low-cost  part-time  and  temporary 
workers  hired  for  low  wages  and  no  benefits. 

(1) 


American  workers  need  and  deserve  our  help.  We  have  to  encour- 
age the  creation  of  high-wage  jobs,  and  we  must  also  help  workers 
make  the  transition  from  one  job  to  the  next  by  ensuring  that  they 
have  the  skills  employers  want. 

In  the  past,  we  have  tried  to  assist  dislocated  workers  with  pro- 
grams targeted  at  specific  groups  affected  by  trade  agreements,  de- 
fense reductions,  and  other  government  actions.  Unfortunately,  this 
multiprogram  approach  has  left  too  many  workers  out  in  the  cold. 
Dislocated  worker  programs  serve  approximately  600,000  workers 
each  year,  but  that  is  only  about  a  third  of  the  dislocated  worker 
population. 

When  workers  come  to  their  government  for  help,  they  are  con- 
fronted with  a  confusing  maze  of  forms,  eligibility  requirements, 
and  lengthy  processing  periods.  The  assistance  available  to  these 
workers  is  often  inadequate.  Local  program  officers  lack  the  nec- 
essary information  to  help  workers  make  informed  decisions  about 
career  and  training  choices,  and  they  lack  the  funding  to  enable 
workers  to  retrain. 

Budget  cuts  in  dislocated  worker  programs  during  the  1980s 
have  left  the  dislocated  worker  program  a  well-intentioned  but 
mostly  unfilled  promise.  The  Reemployment  and  Training  Act  is  a 
good  and  important  first  step  toward  fulfilling  that  promise.  I  am 
so  pleased  to  have  an  opportunity  to  work  with  you  in  attempting 
to  revitalize  our  dislocated  worker  program. 

The  floor  is  yours. 

STATEMENT  OF  HON.  ROBERT  B.  REICH,  U.S.  SECRETARY  OF 
LABOR,  WASHINGTON,  DC 

Secretary  Reich.  Thank  you,  Mr.  Chairman.  First,  I  want  to 
thank  you  personally  for  all  the  work  you  have  done  for  American 
workers,  for  all  the  work  you  have  done  over  the  years  in  making 
sure  they  have  better  futures. 

I  also  want  to  thank  this  committee  on  Goals  2000,  School  to 
Work,  skills  standards,  and  all  of  the  other  issues  that  are,  even 
now,  occupying  much  of  the  committee  and  are  very  dear  to  this 
administration  s  heart. 

Let  me  sketch  for  you,  briefly,  the  nature  of  the  problem,  because 
it  is  not  a  problem  of  a  sort  that  we  have  had  before  in  this  coun- 
try. 

I  just  returned  from  Detroit,  where  I  met  with  many  other  G-7 
ministers.  The  words  kept  on  recurring,  structural  unemployment, 
structural  unemployment.  What  does  structural  unemployment 
mean?  It  means  that  increasing  numbers  of  workers  are  having  dif- 
ficult times  getting  the  next  job.  They  have  to  leave  their  old  jobs. 
As  you  just  said,  the  old  jobs  are  not  coming  back. 

We  used  to  have  in  this  country  the  word  "layoff'.  We  knew  what 
that  meant.  It  meant  you  were  off  the  job  temporarily.  We  had  an 
unemployment  insurance  system  that  was  appropriate,  and  then 
you  got  back  on  the  job  at  the  end  of  a  recession,  typically.  But  that 
is  no  longer  the  case. 

If  you  will  permit  me  to  provide  my  testimony  for  the  record  and 
simply  summarize  my  testimony,  and  also  permit  me  to  go  over 
those  charts. 


Senator  Metzenbaum.  Your  entire  prepared  testimony  will  be  in- 
cluded in  the  record. 

Secretary  Reich.  I  will  make  this  relatively  brief,  but  I  did  want 
to  just  quickly  go  over  this,  and  these  charts  will  also  be  inserted 
into  the  record. 

Senator  Metzenbaum.  That  is  fine. 

Secretary  Reich.  You  can  see  a  big  contrast.  This  is  the  average 
four  prior  recessions.  About  44  percent  of  people  who  lost  their  job 
were  on  layoff,  expecting  recall.  Only  56  percent  had  lost  their  job 
permanently. 

But  look  at  this  past  recession.  Only  14  percent  were  on  layoff, 
appropriately  expecting  to  get  their  old  job  back  again.  Eighty-six 
percent  would  lose  their  jobs  permanently. 

You  see,  we  are  seeing,  even  at  this  stage  of  the  recovery,  un- 
precedented levels  of  job  change.  Corporations  are  downsizing.  In 
fact,  over  the  last  couple  of  months,  we  have  seen  more  downsizing 
and  more  loss  of  jobs  from  big  corporations  than  we  saw  even  dur- 
ing the  recession,  and  that  continues. 

It  is  not  just  corporate  downsizing,  it  is  also  defense  downsizing. 
It  is  necessary.  We  are  at  the  end  of  the  Cold  War.  We  have  to  re- 
duce the  defense  sector.  But  defense  downsizing  plus  the  restruc- 
turing of  American  corporations  means  that  many  Americans  in 
unprecedented  numbers  have  got  to  find  new  jobs.  Many  of  them 
are  caught  between  jobs. 

On  top  of  those  two  phenomena,  we  find  technological  changes  at 
an  ever  great  pace.  We  used  to  have  a  lot  of  telephone  operators 
and  bank  tellers.  Now  we  have  automated  switching  equipment 
and  automated  teller  machines.  You  find  in  almost  every  area  of 
my  part  of  the  country,  we  used  to  have  a  lot  of  mainframe  com- 
puter manufacturers.  The  mainframe  computers  are  now,  by  and 
large,  a  thing  of  the  past.  Many  of  those  workers  have  had  to  find 
new  jobs. 

On  top  of  those  three  phenomena,  we  have  international  trade, 
which  is  a  good  thing.  International  trade  is  good  for  America. 
Those  export  jobs  are  17  to  20  percent  better  in  terms  of  their  pay 
than  regular  jobs.  But,  international  trade  means  that  people  often 
have  got  to  change  jobs.  They  have  to  be  prepared  for  those  new 
jobs,  those  new  good  export  jobs. 

Put  all  that  together,  and  even  though  the  economy  is  recovering, 
it  means  that  people  in  unprecedented  numbers  have  got  to  get 
new  jobs. 

Recent  surveys,  a  couple  of  days  ago,  a  New  York  Times  national 
survey  showed  that  40  percent  of  Americans  worry  that  they  are 
going  to  lose  their  next  job  within  the  next  2  years.  Unprecedented 
numbers  are  caught  between  jobs. 

Take  a  look  at  this  chart.  This  shows  the  earnings  of  displaced 
workers  one  to  3  years  after  they  have  lost  their  old  job.  This  is 
the  latest  data  we  have,  and  it  shows  what  is  happening  to  workers 
who  lose  their  job.  Over  60  percent  of  workers  who  lose  their  job 
end  up  earning  less  than  their  prior  earnings,  if  they  are  lucky 
enough  to  get  a  new  job.  And  27  percent  of  them,  even  a  year  later, 
still  do  not  have  a  new  job. 

In  other  words,  more  and  more  American  workers  are  on  a  down- 
ward escalator.  They  are  not  getting  the  new  job,  or  if  they  are  get- 


ting  a  new  job,  it  doesn't  pay  as  well.  We  simply  don't  have  a  sys- 
tem to  guide  us  through  these  technological  changes. 

This  is  not  a  map  of  the  Washington,  DC  subway  system.  This 
is  the  system  we  now  have.  This  is  a  system  for  dealing  with  un- 
employed workers  and  helping  them  get  new  jobs.  In  fact,  to  call 
it  a  system,  Senator,  dignifies  what  it  is.  It  is  not  a  system,  it  is 
a  nonsystem.  It  is  something  that  has  grown  up  piecemeal  over  the 
years. 

Let  me  take  a  moment  and  explain.  We  have  a  large  unemploy- 
ment insurance  pool  designed  to  tide  people  over  until  they  get  the 
old  job  back.  But  as  more  and  more  Americans  get  stranded  be- 
tween jobs,  that  unemployment  insurance  pool  is  less  and  less  ade- 
quate. More  and  more  workers  simply  run  out  of  unemployment  in- 
surance money. 

Last  year,  the  United  States  Congress  authorized  an  additional — 
in  fact,  the  taxpayers  spent  $14  billion  in  addition  to  the  $22  bil- 
lion in  regular  unemployment  insurance  on  extended  emergency 
unemployment  insurance — $36  billion  last  year  alone,  for  1  year, 
1993,  paid  by  American  taxpayers  and  American  businesses. 

Did  they  help  get  Americans  new  jobs,  provide  job  search  assist- 
ance, provide  job  counseling,  provide  information,  provide  training? 
No.  That  money  went  to  keeping  people  intact  as  they  waited  for 
their  old  job  to  come  back— $36  billion.  The  year  before,  it  was  $34 
billion.  It  is  an  expensive  proposition. 

And  we  have  also  a  disparate  number  of  little  job  training  pro- 
grams. 

Senator  METZENBAUM.  Did  we  get  anything  for  the  $36  billion, 
other  than  the  fact  that  we  were  able  to  see  that  those  people  were 
able  to  be  fed  and  clothed  and  housed  on  a  regular  basis?  Other 
than  that,  are  there  any  side  benefits  that  you  see? 

Secretary  Reich.  Feeding  and  clothing  and  housing  unemployed 
workers  is  a  major,  major  benefit. 

Senator  Metzenbaum.  Of  course. 

Secretary  Reich.  But  the  point  that  I  wanted  to  make  is  that  we 
did  not  help  them.  For  all  of  that  $36  billion— this  is  not  a  small 
amount  of  money  in  1  year — we  didn't  help  them  get  the  next  job. 
This  has  nothing  to  do  with  training  or  job  search  assistance  or  in- 
formation or  job  banks  or  anything.  This  is  just  simply  unemploy- 
ment and  extended  unemployment,  emergency  extended  unemploy- 
ment insurance. 

At  the  G-7  iobs  summit,  we  traded  information  about  how  to 
make  our  market  more  resilient.  The  American  labor  market,  by 
the  way,  is  the  most  resilient  in  the  world.  It  is  flexible,  and  that 
is  one  of  its  great  strengths.  But  that  flexibility  is  being  tested 
now. 

We  have  this  huge  unemployment  insurance  system  and  then  we 
have  a  scatter  shot  of  these  training  programs,  little  training  pro- 
grams, each  one  for  a  particular  category  of  workers,  each  category 
assumed  to  be  an  exception  to  the  general  rule  that  you  get  your 
old  job  back. 

For  instance,  there  is  a  group  of  Clean  Air  Act  workers  who  have 
been  displaced  because  of  the  Clean  Air  Act.  Redwood  forest  work- 
ers, displaced  because  of  environmental  protection.  There  is  a 
group  of  defense  workers  who  are  displaced  because  of  defense. 


There  is  a  trade  adjustment  program  for  workers  displaced  because 
of  trade.  There  is  a  separate  program  for  this  and  for  this  and  for 
this,  but  most  Americans  fall  through  the  cracks.  Most  Americans 
do  not  have  access,  and  we  spend  a  lot  of  money  and  time  and  ef- 
fort trying  to  figure  out  who  is  eligible  for  which  of  these  little  pro- 
grams. It  doesn  t  work. 

Meanwhile,  look  at  what  you  have  to  traverse.  In  fact,  the  next 
chart  shows  a  typical  journey  right  now  through  this  maze  by  a 
typical  American.  This  is  an  American  who,  let  us  use  a  test  case, 
a  38-year-old,  a  veteran,  unemployed  for  more  than  6  months,  dis- 
located from  a  job  because  of  defense  downsizing,  corporate 
downsizing,  whatever  have  you,  and  has  a  family  of  three. 

He  first  reports  to  the  unemployment  office.  He  has  to  usually 
wait  in  line.  He  has  an  interview,  an  application,  verifications,  is 
he  unemployed.  And  then  the  unemployment  office  may  send  him 
or  her  to  the  welfare  department  for  interview,  applications,  and 
verifications  to  see  if  they  qualify  for  welfare,  or  might  send  to  the 
employment  office  for  interview,  applications,  and  verifications  to 
get  a  little  bit  of  help  with  the  want  ads. 

Then  he  might  be  sent  to  the  jobs  program,  which  is  for  welfare 
recipients  to  help  them  get  training,  but  on  the  other  hand,  may 
go  to  the  Job  Training  Partnership  Act  intake.  At  both  places, 
there  is  an  interview,  an  application,  and  a  verification.  There  may 
be  a  referral  to  the  employment  office  counselor  at  another  loca- 
tion, where  there  is  an  interview,  application,  and  testing. 

On  the  other  hand,  there  may  be  a  referral  to  the  veterans  em- 
ployment office  if  it  is  a  veteran,  where  you  have  another  inter- 
view, application,  and  verification,  or  to  a  JTPA  assessment  loca- 
tion where  there  is,  guess  what,  an  interview  and  then  testing  and 
an  employment  plan  and  application. 

Where  you  end  up  at  the  end  of  all  of  these,  eight  application 
forms,  eight  interviews,  five  verifications,  a  lot  of  standing  in  line, 
where  do  you  end  up?  You  may,  if  you  are  lucky,  end  up  in  one 
of  these  training  programs.  Most  of  you  won't,  because  you  are 
going  to  likely  fall  through  the  cracks.  You  are  not  going  to  end  up 
with  any  information,  good  information,  up-to-date  information  or 
job  search  assistance.  You  are  not  helped  early  on;  in  fact,  quite  the 
contrary.  You  have  probably  drawn  down  a  lot  of  unemployment  in- 
surance while  you  have  been  waiting  in  all  those  lines. 

What  are  we  proposing?  A  far  different  system,  based  on  the 
premise  that  if  you  have  lost  your  job,  anybody  who  loses  a  job, 
anybody,  these  days  needs  help  finding  a  new  one.  Chances  are  you 
won't  get  your  old  job  back  again.  In  fact,  the  assumption  is  com- 
pletely the  reverse  of  the  assumption  underlying  the  old  unemploy- 
ment insurance  system  and  then  the  scatter  shot  patchwork  of 
training  programs. 

The  new  assumption  is  that  you  are  not  going  to  get  your  old  job 
back  again,  and  therefore,  very  early  on,  as  early  as  possible,  we 
want  to  get  you  into  reemployment  services.  It  is  not  iust  training, 
it  is  job  search  assistance.  We  want  to  get  you  good  information 
about  where  there  are  jobs  and  what  skills  are  required  and  what 
training  is  required  to  get  the  skills,  and  you  need  consumer  re- 
ports about  what  trainers  are  doing,  which  trainers  are  really 
working  and  getting  people  into  good  jobs  and  how  long  they  are 


going  to  get  them  into  the  good  job  and  what  they  pay  and  who, 
in  fact,  is  going  to  be  worth  your  while  to  train  with. 

One-stop  shopping — all  dislocated  worker  programs  consolidated 
into  one  program,  for  once  place,  at  one  time.  One  application,  one 
interview,  and  then  giving  you  all  of  this  assistance  early  on  in 
your  unemployment  insurance.  By  week  five,  you  ought  to  be  as- 
sessed. If  you  are  likely  to  get  your  old  job  back,  fine.  But  if  you 
are  not  likely  to  get  vour  old  job  back,  you  have  got  to  be  helped 
into  this  system  quickly  so  that  you  get  a  new  job  as  fast  as  pos- 
sible. 

The  issue  here,  fundamentally,  is  moving  people  into  the  next 
job.  New  services  beyond  training,  early  intervention.  One  thing  we 
know,  Mr.  Chairman,  and  we  have  found  out  from  experimental 
data,  pilot  projects,  I  have  seen  it  with  my  own  eyes,  if  you  can  get 
people  early  enough  after  they  have  lost  a  job,  you  can  help  them 
get  the  new  job.  If  they  can  get  good  job  search  assistance  and 
counseling,  if  they  can  get  good  information  about  where  there  are 
jobs — and  there  are  jobs.  People  say  to  me,  are  there  jobs  out 
there?  Yes,  there  are. 

I  have  seen  in  Hamden,  Connecticut,  I  have  seen  in  St.  Louis, 
I  have  seen  in  Baltimore,  in  East  Los  Angeles,  I  have  seen  all  over 
America  there  are  the  beginnings  of  these  kinds  of  job  centers  that 
are  consolidating  all  kinds  of  resources,  treating  people  as  cus- 
tomers, helping  them  get  the  next  job,  putting  them  into  training 
programs  that  are  linked  to  real,  real  jobs. 

But  they  are  few  and  far  between,  and  it  is  not  because  the  Unit- 
ed States  Government  has  encouraged  it.  In  fact,  they  are  existing 
despite  what  the  United  States  Government  is  doing.  The  United 
States  Government  actually  makes  it  difficult.  We  want  to  make  it 
easy  to  set  these  things  up. 

Extended  benefits  should  be  provided  beyond  regular  26  weeks 
of  unemployment  insurance  only  for  those  who  are  actually  in 
training  by  week  16.  If  you  are  in  training  by  week  16,  if  there  is 
an  assessment  made  that  you  need  training  and  you  need  the  ex- 
tended benefit  for  that  training,  fine,  then  you  should  get  that  ex- 
tended benefit. 

You  need  good  and  accurate  information  about  what  it  is  that 
trainers  are  provided.  There  is  nothing  worse  than  being  trained 
for  a  job  that  doesn't  exist.  So  again,  feedback  mechanisms,  ac- 
countability standards. 

And  finally,  for  States  that  want  to  be  even  more  ambitious,  and 
we  are  going  to  create  incentives  for  States  to  be  more  ambitious 
because  there  is  additional  money  for  them  if  they  want  to  be  more 
ambitious,  we  want  States  to  set  up  universal  one-stop  centers, 
one-stop  centers  that  are  dealing  not  just  with  dislocated  workers, 
but  this  one-stop  career  center  which  could  be  helpful  to  anyone 
who  needs  a  job — vocational  assistance,  education  assistance.  If 
they  need  information  about  availability  of  Pell  grants. 

In  fact,  hopefully,  Mr.  Chairman  and  members  of  the  committee, 
hopefully  even  welfare  recipients  who  need  help  getting  back  into 
work,  and  we  are  working  right  now  on  that  project,  they  can  also 
use  these  one-stop  career  centers,  because  they  need  the  same  in- 
formation and  guidance  and  job  search  assistance,  and  they  often 
need  similar  kinds  of  training. 


What  is  the  cost  of  all  of  this?  The  President  is  asking  and  has 
asked  in  his  budget  in  a  five-year  window  for  a  total  of  $13  billion, 
$11  billion  of  which  would  be  on  the  discretionary  side,  and  he  has 
cut  elsewhere  in  the  budget  to  make  room  for  that  $11  billion.  That 
$11  billion  comes  from  cuts  elsewhere.  It  is  within  the  cap  on  dis- 
cretionary spending.  The  $2  billion  on  the  mandatory  side  would  be 
for  extended  benefits.  It  would  gradually  increase  up  until  1999, 
after  which  point  there  would  be,  on  the  mandatory  side,  a  little 
over  $1  billion  a  year. 

I  want  to  make  sure  you  and  members  of  this  committee  under- 
stand the  context.  Last  year,  as  I  said  before,  we  spent  $14  billion 
of  the  taxpayers'  money  on  extended  benefits  without  anything  to 
show  in  terms  of  training.  What  the  President  is  proposing  is,  be- 
ginning in  1999,  a  little  over  $1  billion  a  year  for  extended  benefits 
linked  only  to  people  who  are  in  training  and  have  started  training 
while  they  are  in  unemployment  insurance  by  week  14,  a  much 
more  targeted  approach. 

Where  would  this  money  come  from,  with  regard  to  the  $1  billion 
on  the  mandatory  side?  Since  1977,  American  business  has  been 
paying  a  little  surtax  in  unemployment  insurance,  two-tenths  of 
one  percent,  amounting  to  $14  a  year  per  worker.  Has  that  little 
surtax  since  1977  gone  to  workers,  to  unemployment,  to  training? 
No.  It  has  been  used  to  offset  all  kinds  of  things  that  we  need  to 
offset. 

Our  hope  is  that  beginning  in  1999,  we  can  wall  that  off,  tag  it 
down,  use  that  little  $14  a  year  per  worker  only  and  solely  for  ex- 
tended benefits,  and  again,  for  people  who  need  it  to  get  trained 
and  get  the  skills  they  need  to  be  winners  in  the  economy,  and 
business  has  a  strong  interest  in  making  that  happen. 

Again,  no  increase  in  taxes  for  business,  because  business  has 
been  paying  that  surcharge  since  1977.  It  just  hasn't  gone  to  work- 
ers or  to  employment-related  activities.  We  want  to  take  that,  be- 
ginning in  1999,  and  dedicate  it — it  is  capped;  it  would  not  be  open- 
ended,  it  is  a  capped  entitlement — beginning  in  1999  dedicated  to 
paying  the  extended  benefits  for  American  workers  who  need  it  for 
training. 

The  principles  that  I  have  enunciated,  consolidation  of  the  dis- 
located worker  program,  so  regardless  of  why  you  got  your  job,  you 
get  help;  one-stop  shopping,  so  you  get  a  lot  of  different  services, 
not  just  training  but  all  kinds  of  income  and  all  kinds  of  support; 
job-search  assistance,  good  information,  good  feedback,  consumer 
reports  on  what  works  and  doesn't  work  in  terms  of  training,  ac- 
countability standards;  and  then  a  more  ambitious  one-stop  ap- 
proach for  States  that  wanted  to  embark  upon  that  that  would  go 
even  farther  beyond  dislocated  workers. 

These  principles  and  this  proposal  itself,  it  seems  to  me  is  abso- 
lutely necessary  if  Americans  are  going  to  embrace  the  future  with- 
out fear  and  accept  international  trade  and  corporate  downsizing 
and  technological  change  and  all  of  the  things  that  are  now  facing 
Americans  in  a  new  world  economy. 

Thank  you,  Mr.  Chairman  and  members  of  the  committee.  I  will 
be  happy  to  answer  any  questions. 

[The  prepared  statement  of  Secretary  Reich  follows:] 


Prepared  Statement  of  Secretary  Robert  B.  Reich 

Chairman  Kennedy,  Senator  Kassebaum,  and  distinguished  members  of  the  com- 
mittee, I  am  proud  to  have  the  opportunity  today  to  put  before  you  President  Clin- 
ton's proposed  Reemployment  Act  of  1994,  and  to  explain  the  role  of  this  Act  in 
equipping  all  Americans  to  prosper  in  the  new  economy. 

in  many  ways,  the  economic  picture  is  clearly  improving.  Production  has  surged 
in  recent  quarters.  Two  million  jobs  have  been  created  in  the  past  thirteen 
months — 1.9  million  in  the  private  sector.  Accompanying  this  job  growth  has  been 
a  significant  decline  in  unemployment.  And  thanks  to  the  discipline  and  determina- 
tion of  you  in  Congress,  as  well  as  President  Clinton's  commitment  to  fiscal  respon- 
sibility, we  have  finally  begun  to  regain  control  of  our  financial  destiny.  Next  year's 
deficit  has  been  reduced  by  forty  percent,  and  future  deficits  have  been  firmly  set 
on  a  downward  path. 

But  recovery  is  not  enough;  Budgetary  discipline,  macroeconomic  improvement, 

g reduction  increases,  and  job  growth  are  all  critical  elements  of  national  prosperity, 
ut  without  a  workforce  strategy  explicitly  geared  to  preparing  all  Americans  for 
productive,  rewarding  work,  we  risk  leaving  some  of  our  fellow  citizens  behind  as 
the  economy  moves  ahead.  And  this  we  cannot,  and  need  not,  accept. 

Long-term  Joblessness  and  the  Skills  Gap 

The  welcome  decline  in  overall  joblessness  masks  a  continuing  problem  of  long- 
term  unemployment.  Despite  the  recovery,  in  1993  the  average  duration  of  unem- 
ployment nearly  equalled  its  postwar  peak.  Only  fourteen  percent  of  the  workers 
who  lost  their  jobs  in  the  most  recent  recession  expected  to  be  called  back.  The  rest 
recognized  that  their  old  iob  was  gone  for  good — the  highest  percentage  of  perma- 
nent job  loss  ever  recorded. 

Permanent  job  loss  and  long-term  unemployment — especially  against  a  backdrop 
of  recovery — are  symptoms  of  structural  change  in  the  economy.  The  main  thrust 
of  this  structural  change  involves  the  increasing  importance  of  skills,  a  shift  in  favor 
of  workers  with  high-level  skills  and  against  those  without  them.  More  than  ever, 
what  you  earn  depends  on  what  you  learn.  If  you  have  the  skills  that  come  with 
a  college  degree,  an  associate  degree,  an  apprenticeship  certificate,  training  provided 
by  an  employer,  or  other  education  beyond  high  school,  your  odds  for  finding  a  job 
paying  a  middle-class  wage  are  good. 

Meanwhile,  unskilled  workers,  or  those  whose  skills  have  become  obsolete,  find 
their  options  shrinking  as  the  old  economy  of  stable  mass  production  and  unchal- 
lenged American  economic  preeminence  disappears.  The  days  when  a  worker  could 
walk  to  the  factory  gates  right  out  of  high  school  and  claim  a  lifetime  middle-class 
job  are  fading  into  history.  For  both  men  and  women,  and  at  every  level  of  edu- 
cational attainment — college  degree,  some  college,  high  school  graduate,  high  school 
dropout — the  earnings  gap  between  the  skilled  and  the  unskilled  is  widening.  A  typ- 
ical college  graduate,  for  example,  earns  seventy  percent  more  than  a  worker  with 
similar  demographic  characteristics,  but  who  only  has  a  high-school  diploma.  Com- 
parable trends  apply  for  the  risk  of  unemployment,  and  for  access  to  pensions  and 
other  benefits:  Those  with  skills  do  well;  those  without  them  are  increasingly  vul- 
nerable. 

While  traditional  paths  to  the  middle  class  for  workers  without  college  degrees  ap- 
pear to  be  narrowing,  new  routes  are  opening — sometimes  even  in  the  same  indus- 
tries. For  example,  auto  plants  are  beginning  to  hire  again  after  years  of  layoffs. 
But  rather  than  tapping  the  unskilled  and  semiskilled  workers  who  once  filled 
entry-level  jobs  tending  the  assembly  lines,  the  auto  companies  are  turning  to  better 
educated  workers.  They  must.  Because  the  increasing  sophistication  of  production 
technology  and  the-flattening  of  the  management  hierarchy  mean  that  production 
workers  are  required  to  take  initiative,  make  decisions,  and  exercise  discretion.  The 
old  distinctions  between  manager  and  managed  are  breaking  down.  Overall,  this  is 
a  hopeful  development  for  America.  It  offers  the  prospect  of  less  drudgery  and  rou- 
tine, more  opportunity  for  all  Americans  to  work  with  dignity  and  to  develop  their 
potential.  But  it  also  means  that  workplace  skills  become  the  ticket  of  entry  into 
a  wider  range  of  careers,  including  those  that  used  to  be  open  to  the  unskilled. 

About  a  third  of  recent  production-line  workers  hired  at  Ford,  for  example,  had 
some  training  beyond  high  school.  (Ninety-seven  percent  of  Ford's  recent  hires  hold 
high-school  degrees  ;  compared  to  only  eighty  percent  of  its  overall  workforce.)  Else- 
where in  Detroit,  a  city  still  plagued  by  staggering  levels  of  long-term  joblessness, 
nearly  a  thousand  precision-machining  graduates  of  the  Machinist  Training  Insti- 
tute have  found  jobs  with  local  businesses.  Across  the  country  in  San  Jose,  CA, 
where  workers  with  obsolete  skills  are  suffering  from  relentless  waves  of  layoffs,  the 
Center  for  Employment  Training  provides  intensive  skills  training,  coupled  with 
basic  education,  to  disadvantaged  clients  and  dislocated  workers.  Companies  like 


San  Jose's  Touche  Manufacturing,  which  builds  computer  shells,  hire  as  many  of  the 
Center's  graduates  as  they  can  get. 

In  industry  after  industry,  managers  recognize  the  importance  of  high-level  skills: 
The  Business  Roundtable  has  adopted  as  one  of  its  guiding  principles  the  precept 
that  investment  in  workforce  training  is  an  urgent  priority  for  U.S.  competitiveness, 
and  that  America  must  be  as  "willing  to  invest  in  upgrading  people  as  we  are  in 
upgrading  machinery."1  While  ultimately  each  American  has  to  take  responsibility 
for  his  or  her  own  economic  destiny,  we  must  bolster  our  individual  efforts  with  a 
national  response  to  the  challenge  of  economic  change,  and  business  and  govern- 
ment each  has  its  role  to  play  in  forging  that  response. 

Americans  are  used  to  economic  challenges.  Less  than  a  century  ago,  for  example, 
we  mastered  the  move  from  the  farm  to  the  factory.  Today,  many  Americans 
confront  the  challenge  of  moving  from  the  factory  to  the  computer  workstation.  I 
have  no  doubt  that  today's  Americans  are  as  determined  and  resilient  as  their  pred- 
ecessors four  generations  ago. 

What  is  different  today,  however,  is  the  scale  and  speed  of  economic  change.  Glob- 
al competition,  defense  downsizing,  technological  advances,  and  corporate  restruc- 
turing are  combining  to  produce  new  levels  ol  anxiety  about  job  security.  In  the  first 
two  months  of  this  year,  large  companies  announced  plans  to  eliminate  more  than 
140,000  jobs,  to  set  a  record-breaking  pace  of  corporate  downsizing.  And  last  week, 
a  New  York  Times  poll  revealed  that  nearly  four  out  of  ten  employed  Americans 
fear  that  they  might  be  laid  off,  or  forced  to  take  a  pay  cut  or  reduced  hours,  within 
the  next  two  years.  No  segment  of  American  society  is  immune  to  job  anxieties,  and 
industrial  upheavals  affect  top-executives,  mid-level  managers,  and  frontline  work- 
ers alike.  But  those  hardest-hit  by  economic  change,  and  those  who  stand  to  benefit 
most  from  a  more  effective  reemployment  system,  are  the  most  vulnerable  members 
of  our  economic  community — women,  minorities,  and  the  unskilled.  African-Ameri- 
cans and  Hispanic  Americans  face  higher-than-average  risks  of  dislocation,  and  over 
one-fifth  of  the  workers  displaced  from  jobs  in  1990  and  1991  came  from  families 
living  below  the  poverty  line. 

Government  policy  and  programs  must  recognize  and  reflect  these  new  realities. 
We  must  not  offer  Americans  the  false  hope  oi  burrowing  into  a  single  job  for  life. 
Instead,  we  must  equip  them  to  find  security  through  the  skills  and  flexibility  that 
will  let  them  face  a  changing  economy  with  confidence. 

The  widening  gap  between  the  winners  and  losers  from  economic  change  is  nei- 
ther inevitable  nor  unbridgeable.  Because  even  amidst  long-term  unemployment  and 
job  anxiety,  the  new  economy  is  generating  a  strong,  steady  demand  for  workers 
with  high-level  skills.  And  workers  are  not  born  skilled.  They  earn  their  skills,  and 
they  earn-them  through  processes  that  policy  can  affect  and  improve.  The  Reem- 
ployment Act  of  1994  reflects  a  recognition  of  this  fact,  and  a  commitment  to  make 
government  play  its  role,  responsibly  and  efficiently,  in  equipping  the  American 
workforce  to  succeed  in  the-skill-basea  modern  economy. 

The  Reemployment  Act's  Key  Principles 

Our  current  array  of  unemployment  programs  was  designed  in  an  earlier  time, 
to  meet  the  needs  of  a  simpler  economy.  The  system  must  be  fundamentally  re- 
shaped to  meet  the  very  different  requirements  of  today's  workers  facing  today's, 
challenges.  It  must  be  transformed  from  an  unemployment  system  to  a  reemploy- 
ment system. 

The  Reemployment  Act  of  1994  is  meant  to  accomplish  this  transformation.  Once 
it  is  fully  implemented,  it  will  serve  about  1.3  million  dislocated  workers  each 
year — the  full  population  estimated  to  want  and  need  reemployment  services.  (To- 
day's dislocated  worker  programs  reach  fewer  than  400  thousand  workers.)  The 
Act's  design  is  based  on  a  rigorous  assessment  of  what  workers  need  to  prosper  in 
today's  changing  economy,  and  on  systematic  study  of  what  works  for  getting  them 
into  new  and  better  jobs.  The  Reemployment  Act  reflects  four  core  principles: 

1.  First  is  universal  access  and  program  consolidation.  The  current  patchwork  of 

grograms  for  dislocated  workers  is  inefficient,  confusing,  and  frequently  unfair.  The 
eemployment  Act  will  immediately  consolidate  all  major  dislocated  worker  pro- 
grams into  an  integrated  service  system  geared  to  deliver  what  workers  need  to  get 
their  next  job,  regardless  of  why  they  lost  their  last  job.  Six  programs,  including 
Economic  Dislocation  and  Worker  Adjustment  Assistance  (EDWAA);  Trade  Adjust- 
ment Assistance  (TAA);  NAFTA  Transitional  Adjustment  Assistance;  the  Defense 
Conversion  Adjustment  Program;  the  Clean  Air  Employment  Transition  Assistance 
Program;  and  the  Defense  Diversification  Program — will  be  folded  into  a  single  pro- 
gram with  uniform  eligibility  standards  and  streamlined  delivery. 
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Instead  of  forcing  customers  to  waste  their  time  and  try  their  patience  going  from 
office  to  office,  the  new  system  will  require  States  to  provide  services  for  dislocated 
workers  through  career  centers.  It  also  allows  States  to  compete  for  funds  to  develop 
a  more  comprehensive  network  of  one-stop  career  centers  to  serve  under  one  roof 
anyone  who  needs  help  getting  a  first  job,  new  job,  or  better  job,  and  to  streamline 
access  to  a  wide  range  of  job  training  and  employment  programs. 

The  immediate  move  to  consolidated  service  for  dislocated  workers  will  ease  the 
frustration  they  suffer  with  the  current  system  and  accelerate  their  progress  to  re- 
employment. The  gradual  creation  of  universal  one-stop  career  centers,  as  States  opt 
into  the  system,  will  have  even  more  pro  found  consequences.  It  will  counteract  past 
tendencies  to  create  wholly  different  services  and  access  channels  for  different  sets 
of  workers — often  segregating  the  disadvantaged  into  separate  service  delivery  sys- 
tems— and  encourage  moves  toward  mainstream  programs  serving  all  citizens.  It 
will  reinforce  the  incentives  for  streamlining  and  consolidation  set  up  by  other  pro- 
visions of  the  Act.  And  it  will  offer  new  opportunities  for  innovation,  experimen- 
tation, customer  orientation,  and  service  excellence. 

One-stop  service — coupled  with  new  authority  to  waive  rules  and  regulations  that 
block  innovation  and  impede  efficiency — creates  a  sturdy  framework  for  building 
more  and  more  customer-level  consolidation  into  America's  employment  and  train- 
ing system.  As  the  one-stop  component  of  the  Reemployment  Act  is  implemented 
state  by  state,  it  will  catalyze  continual  progress  toward  less  duplication  and  over- 
lap, simpler  rules,  leaner  administration,  lower  overhead,  less  bureaucracy,  and 
more  efficiency. 

2.  The  second  principle  is  customer  focus,  giving  workers  a  range  of  options  and 
letting  them  choose  the  services  they  need  to  get  the  next  job.  The  system  the  Act 
establishes  offers  a  rich  array  of  alternative  services,  to  meet  the  needs  of  a  diverse 
workforce  in  a  complex  economy.  Once  the  Act  is  fully  implemented  for  dislocated 
workers'  in  fiscal  year  2000,  we  estimate  that  about  eight  percent  of  its  resources 
will  be  devoted  to  worker  counseling  and  assessment;  about  twenty  percent  to  job- 
search  assistance;  about  eight  percent  to  pay  for  supportive  services;  about  thirty- 
six  percent  for  training;  and  about  twenty-eight  percent  for  income  support  for 
workers  whose  reemployment  plans  indicate  that  long-term  training  is  needed. 

Most  dislocated  workers  want  and  need  only  information  and  some  basic  help  in 
assessing  their  skills  and  conducting  their  job  search.  These  services  are  relatively 
inexpensive,  and  have  been  shown  to  pay  off  immediately  in  less  time  spent  unem- 
ployed. Research  and  pilot  projects  have  demonstrated  bat  basic  reemployment  serv- 
ices are  excellent  workforce  investments,  for  the  worker,  for  employers,  and  for  the 
taxpayer.  These  basic  reemployment  services  help  dislocated  workers  do  what  they 
want  to  do — get  back  to  work.  The  Reemployment  Act  will  ensure  that  these  serv- 
ices are  delivered  early,  when  they  can  do  the  most  good,  and  are  targeted  on  work- 
ers best  able  to  benefit  from  them. 

Better  information  is  what  makes  the  Act's  customer  focus  meaningful.  Too  often, 
workers  must  look  for  a  new  job  without  enough  data,  or  with  the  dubious  guide 
of  outdated  or  low-quality  information.  The  difficulty  of  gaining  a  complete  picture 
of  labor  market  conditions  and  trends  can  make  job  prospects  seem  misleadingly 
bleak,  and  cause  workers  to  miss  opportunities  to  put  their  skills  to  use,  or  to  up- 
grade their  earning  potential  through  relatively  simple  skill  investments.  The  cur- 
rent system  where  responsibility  is  scattered  through  multiple  programs,  and  where 
there  are  few  incentives  or  institutions  to  integrate  information — squanders  much 
of  the  potential  of  modern  information  technology. 

The  Reemployment  Act  will  bring  iobs  data  from  the  age  of  the  horse  and  buggy 
into  the  age  of  the  information  superhighway.  It  will  combine  job  data  systems  and 
expand  access  to  good  data  on  where  jobs  are  and  what  skills  they  require.  By 
bringing  the  nation's  workforce  information  up  to  modern  standards,  it  will  effect 
a  relatively  inexpensive  improvement  with  potentially  major  results. 

3.  The  third  principle  is  market-driven  retraining  for  workers  who  need  it  to  get 
their  next  job.  While  most  dislocated  workers  need  only  job-search  assistance  to  find 
where  best  to  use  their  skills,  some — we  estimate  about  thirty  percent — need  to 
learn  new  skills.  Past  retraining  programs  have  had  limited  effect  in  part  because 
they  failed  to  ensure  that  workers  were  trained  only  for  skills  in  demand;  because 
they  had  inadequate  provision  for  customer  choice  and  quality  control;  and  because 
they  relied  too  heavily  on  short-term  training  programs  that  have  proven  ineffective 
at  changing  the  prospects  of  typical  dislocated  workers.  Retraining,  for  workers  who 
need  it,  often  means  a  sustained  program  lasting  a  year  or  more. 

Training  that  doesn't  lead  to  a  job  cheats  the  worker,  the  taxpayer,  and  everyone 
with  a  stake  in  a  productive,  flexible  American  economy.  The  Reemployment  Act 
links  training  with  jobs  in  three  ways.  By  giving  customers  choices  about  where  to 
get  their  training,  it  gives  suppliers  powerful  incentives  to  tailor  their  curriculums 
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to  labor-market  trends  and  to  guarantee  results.  By  building  up  the  nation's  labor- 
market  information  system  and  offering  all  customers  access  to  performance  infor- 
mation on  training  providers  and  jobs  data,  it  empowers  workers  and  employers  to 
make  better  decisions,  and  strengthens  the  links  between  training  programs  and  the 
working  world.  And  by  requiring  a  high-level  business  majority  on  the  board 
overseeing  local  training  programs  (private-sector  representatives  must  be  chief  ex- 
ecutive officers,  plant  managers,  or  business  owners),  it  ensures  that  market  per- 
spectives will  shape  every  aspect  of  the  system. 

The  Reemployment  Act  includes  provisions  for  income  support  for  workers  who 
need  it  to  complete  their  retraining  programs.  A  combination  of  grants,  and  where 
appropriate,  student  loans  will  fund  training  programs.  Income  support  during 
training  will  be  delivered  through  the  Unemployment  Insurance  system. 

4.  The  fourth  principle,  which  fortifies  the  other  three,  is  accountability.  The  Re- 
employment Act  of  1994  restructures  the  incentives  facing  all  those  who  make  up 
the  system — public  officials,  program  managers,  center  operators,  service  suppli- 
ers— to  make  them  treat  workers  as  customers.  Those  who  do  right  by  their  cus- 
tomers, who  deliver  high-quality  services  leading  to  positive  workforce  outcomes, 
will  prosper  in  the  new  system.  Those  who  fail  to  do  so  will  see  their  funding  dry 
up. 

Accountability  means  devoting  resources  to  what  works,  and  getting  rid  of  what 
doesn't  work.  It  means  streamlining  and  consolidating  wherever  possible,  so  that 
workers  don't  need  to  spend  their  time  navigating  administrative  mazes,  and  so  that 
tax-payers  don't  need  to  support  unproductive  bureaucracies. 

Accountability  is  a  universal  principle.  But  the  principle  of  accountability  must  be 
realized  differently  in  different  settings.  The  Reemployment  Act  avoids  the  error  of 
mandating  a  single  approach  to  accountability  to  fit  a  complex  and  diverse  nation. 
Instead,  it  seeks  to  ensure  that  no  part  of  the  system  is  exempt  from  the  imperative 
to  deliver  value  to  customers,  while  leaving  room  for  local  experimentation  and  di- 
versity in  serving  that  imperative.  It  requires  funding  decisions  to  be  divorced  from 
program  delivery;  so  that  conflicts  of  interest  do  not  erode  accountability.  It,  allows 
States  and  localities  to  create  competitive  systems  with  multiple  suppliers,  if  that 
approach  to  accountability  fits  their  circumstances.  But  it  also  allows  States  and  lo- 
calities which  have  developed  collaborative  approaches  to  accountability  to  continue 
down  that  path,  so  long  as  customers  are  well-served.  The  Reemployment  Act  nei- 
ther specifies  nor  bars  particular  models  for  service  delivery,  but  puts  the  emphasis 
on  results. 

And  accountability,  finally,  means  budgetary  discipline.  The  Act  is  designed  with 
a  keen  awareness  of  fiscal  limits.  Of  the  total  $13  billion  in  5-year  costs,  about  $5.6 
billion  represents  a  net  increase  in  the  baseline  program  from  FY  95  through  FY 
99,  and  the  total  fits  within  the  caps  on  discretionary  spending.  A  large  part  of  the 
discretionary  financing  comes  from  consolidating  separate  dislocated  worker  train- 
ing programs  into  this  integrated  system.  Additional  discretionary  funds  come  from 
reductions  in  other  Federal  programs.  The  mandatory  component  is  financed  by  off- 
sets from  consolidation,  and  by  extending  and  rededicating  Federal  Unemployment 
Insurance  revenues  to  income  support  to  individuals  participating  in  iob  training. 
This  component  is  the  only  non-discretionary  spending  in  the  Reemployment  Act, 
and  it  is  firmly  capped  in  the  legislation. 

An  Overview  of  the  Reemployment  Act 

Title  I  of  the  Reemployment  Act  establishes  a  comprehensive  program  for  dis- 
located workers,  regardless  of  the  cause  of  dislocation.  It  consolidates  the  six  current 
Labor  Department  dislocated-worker  programs  into  a  single  integrated  system.  Out- 
reach efforts,  including  State  rapid  response  programs  and  stepped-up  efforts  to 
identify  early  on  workers  at  risk  of  long-term  joblessness,  will  improve  the  deploy- 
ment of  program  resources.  This  title  requires  local  programs  to  organize  Career 
Centers  for  dislocated  workers,  and  specifies  the  range  of  reemployment  services  the 
Centers  will  deliver  or  arrange.  Career  Centers  may  be  run  by  the  Employment 
Service,  the  Job  Training  Partnership  Act  administrative  entities,  community  col- 
leges, vocational  schools,  community-based  organizations,  or  other  non-profit  or  for- 
profit  organizations  which  can  demonstrate  the  capacity  to  deliver. 

Title  I  also  outlines  the  requirements  for  high  quality  training,  and  sets  up  sys- 
tems of  performance  standards  and  information  to  ensure  the  accountability  of 
training  providers  and  to  inform  customer  choices.  Finally,  it  includes  provisions  for 
governors  to  devote  a  portion  of  State  reserve  funds  to  skill-upgrading  programs 
aimed  at  job  retention,  and  for  the  Secretary  of  Labor  to  manage  a  national  discre- 
tionary grant  program. 

Title  II  establishes  a  Program  of  income  support,  delivered  through  the  Unem- 
ployment Insurance  system,  for  permanently  dislocated  workers  while  they  are  pur- 
suing courses  of  retraining.  It  also  specifies  the  funding  source  for  that  income  sup- 
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port,  and  ensures  that  once  the  system  is  fully  implemented  retraining  income  sup- 
port will  not  be  subject  to  the  annual  appropriations  process.  At  the  same  time,  it 
puts  effective  caps  on  income  support  spending.  Ana  it  adds  adaptability  to  the 
whole  system  by  giving  states  new  options  on  unemployment  insurance,  including 
letting  them  pay  reemployment  bonuses"  to  workers  who  find  new  jobs  quickly, 
"short-time"  insurance  to  promote  alternatives  to  layoffs,  and  self-employment  as- 
sistance to  encourage  entrepreneurial  efforts  by  jobless-workers. 

Title  III  establishes  a  national  program  of  grants  and  waivers  to  encourage  and 
enable  States  to  develop  networks  of  One-Stop  Career  Centers.  These  Centers, 
which  substantially  extend  the  one-stop  approach  of  Title  I,  offer  a  common  point 
of  access  to  employment,  education,  and  training  information  and  services  for  em- 
ployers, and  for  all  citizens  who  need  help  getting  their  first  job,  a  new  job,  or  a 
Setter  job.  Local  Workforce  Investment  Boards  will  be  selected  by  local  elected  offi- 
cials to  serve  as  the  "board  of  directors"  for  all  workforce  programs.  These  Boards 
will  have  high-level  business  representatives  comprising  their  majorities,  but  will 
also  have  balanced  representation  of  labor,  education,  and  other  community  groups. 
The  Private  Industry— Councils  set  up  under  JTPA  may  become  Workforce  Invest- 
ment Boards,  but  only  if  they  meet  all  the  new  requirements. 

The  One-Stop  Career  Centers  may  be  run  by  a  consortium  of  organizations,  in- 
cluding the  Employment  Service,  the  State  UI  agency,  and  agencies  administering 
JTPA  Title  II  and  the  dislocated  worker  program  authorized  under  Title  I  of  the 
Reemployment  Act.  Alternatively,  States  and  localities  may  opt  for  a  competitive  ap- 
proach under  which  the  Employment  Service  and  other  organizations  are  chartered 
to  run  One-Stop  Career  Centers.  Under  either  option,  these  One-Stop  Career  centers 
will  be  required  to  meet  customer-oriented  performance  measures,  and  will  be  eval- 
uated annually. 

One-Stop  Career  Centers  will  provide  basic  services  to  anyone  who  needs  help  get- 
ting a  job,  and  will  provide  more  intensive  services  to  dislocated  workers  as  well 
as  other  clients  as  appropriate.  They  will  also  coordinate  and  integrate  the  delivery 
including  not  just  of  dislocated  worker  programs  and  the  Wagner-Peyser  Act  but 
also  Title  II  of  JTPA,  veterans'  employment  and  training  programs,  the  Senior  Com- 
munity-Service Employment  program  under  Title  V  of  the  Older  Americans  Act,  and 
f>rograms  authorized  under  a  range  of  Federal  and  State  Unemployment  Insurance 
aws.  The  Centers  may  also  integrate  other  programs  such  as  JOBS,  the  Job  Corps, 
and  adult  and  vocational  education. 

Under  Title  III,  States  may  apply  for  both  planning  and  implementation  grants 
to  build  one-stop  networks,  and  can  also  request  waivers  of  a  range  of  statutory  and 
regulatory  requirements  for  specific  Labor  Department  programs,  when  such  re- 
quirements unnecessarily  constrain  the  development  of  innovative,  integrated  State 
workforce  strategies. 

Finally,  Title  III  requires  participating  States  to  establish  Human  Resource  In- 
vestment Councils  to  advise  Governors  on  the  coordination  and  consolidation  of  all 
workforce  programs  and  policies.  It  also  requires  local  Workforce  Investment 
Boards,  local  elected  officials,  One-Stop  Career  Center  operators,  and  participating 
programs — along  with  the  Governor — to  enter  into  an  operating  agreement  to  gov- 
ern the  onestop  networks,  and  requires  State-level  "customer  service  compacts  to 
set  a  framework  for  accountability  throughout  the  system. 

Title  IV  establishes  a  National  Labor  Market  Information  system  to  provide  uni- 
versal access  to  timely,  accurate,  and  comprehensive  information  about  where  the 
jobs  are,  the  skills  and  experience  needed  to  secure  and  perform  good  jobs,  the  loca- 
tion and  performance  of  training  programs,  and  other  workforce  data.  The  system 
will  also  provide  employers  with  information  on  job  candidates,  and  will  give  all  cli- 
ents data  on  job,  career,  and  skill  trends  so  they  can  make  more  informed  decisions 
that  will  collectively  improve  the  labor  market's  efficiency. 

Title  V  extends  the  themes  of  flexibility  and  innovation  to  title  II  of  the  Job  Train- 
ing Partnership  Act,  by  giving  the  Secretary  of  Labor  authority  to  waive  Federal 
statutes  and  regulatory  requirements  to  empower  States  and  localities  as  they  seek 
to  refine,  streamline,  innovate,  and  integrate  job  training  programs  for  disadvan- 
taged adults  and  young  people. 

The  Reemployment  Act  of  1994  is  about  giving  Americans  the  tools  they  need  to 
take  control  of  their  own  careers.  It  is  inspired  liy  the  themes  of  customer  choice, 
accountability,  and  universal  access.  And  it  is  informed  by  systematic  attention  to 
empirical  evidence,  and  a  deep  commitment  to  what  works.  The  evidence  shows  that 
skills  pay  off.  The  evidence  shows  that  skills  can  be  learned.  The  hard-won  experi- 
ence from  decades  of  economic  change,  and  from  too  many  programs  that  failed  to 
deliver  as  they  should  for  workers  and  taxpayers,  shapes  the  structure  of  the  Reem- 
ployment Act.  Through  respect  for  the  evidence,  and  through  persistence  in  pursuit 
of  the  American  tradition  of  broadly  shared  middle  class  prosperity,  we  can  help 
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prepare  Americans  to  succeed  in  the  skill-based  economy  taking  shape  all  around 
us  today.  There  is  no  excuse  for  leaving  a  single  person  behind. 

This  concludes  my  prepared  remarks.  I  would  be  glad  to  answer  any  questions. 

Senator  Metzenbaum.  Thank  you  very  much,  Secretary  Reich. 

I  might  say  that  Senator  Kennedy  and  some  others  wanted  to  be 
here,  but  they  are  working  on  finishing  Goals  2000  in  the  edu- 
cation conference,  and  that  has  to  be  finished  today  in  order  to 
meet  the  budgetary  deadline.  Don't  interpret  their  failure  to  be 
with  us  as  a  lack  of  interest,  but  it  is  just  a  lack  of  time. 

I  think  we  all  agree  that  the  most  important  part  of  a  system, 
a  successful  reemployment  system,  is  the  creation  of  new  jobs.  If 
you  are  going  to  have  reemployment,  you  are  going  to  have  to  have 
jobs.  New  jobs  seem  to  make  tne  most  sense. 

Let  me  ask  you,  what  type  of  jobs  are  being  created  today,  and 
are  we  doing  enough  to  create  high-wage  jobs? 

Secretary  Reich.  Last  year  in  this  country,  we  created  almost 
two  million  net  new  jobs,  and  I  say  net  new  jobs  because  I  want 
to  emphasize  that  is  two  million  jobs  on  top  of  and  not  withstand- 
ing the  jobs  lost  due  to  corporate  downsizing  and  all  the  other  phe- 
nomenon I  reflected  upon. 

It  looks  like  in  1994  we  are  also  going  to  hit  the  two  million 
mark.  The  great  American  jobs  machine  is  being  ignited  once 
again. 

The  question  you  raise  is  a  good  one.  Are  these  good  jobs?  About 
60  percent  of  them,  a  little  over  60  percent  of  them,  are  manage- 
rial, professional,  and  technical  jobs.  Most  of  those  managerial  and 
professional  jobs  are  available  only  to  college  graduates,  but,  of 
course,  only  25  percent  of  our  people  graduate  from  college. 

What  about  those  technical  jobs?  The  data  reveal,  and  I  have 
seen  this  around  the  country,  that  there  is  emerging  a  new  class, 
you  might  say,  of  technician  worker.  These  are  people  who  are  lab- 
oratory technicians,  sales  and  service  technicians,  factory  techni- 
cians. These  are  people  who,  instead  of  actually  doing  the  factory 
work,  because  I  am  afraid  that  unskilled,  high-wage^  factory  jobs 
are,  by  and  large,  a  thing  of  the  past,  but  that  doesn't  mean  that 
people  are  not  needed  in  the  factors.  You  need  people. 

In  fact,  the  Big  Three  are  now  employing  people  to  upgrade  the 
machinery,  to  integrate  computers  and  robots,  to  provide  constant 
programming  and  reprogramming  of  these  complicated  machines. 
These  are  good  jobs.  These  jobs  pay  $50,000  or  $60,000  a  year. 

Even  if  you  want  to  be  an  auto  mechanic  these  days,  you  have 
to  understand  something  about  electronics,  because  what  is  hap- 
pening is  that  under  the  hood  is  more  and  more  electronics.  It  is 
not  enough  to  have  an  understanding  of  the  mechanical  aspects  of 
a  car. 

We  see  also  in  the  sales  and  service  area  a  greater  and  greater 
need  for  technicians  who  can  assemble  and  service  and  upgrade 
and  explain  and  provide  to  customers  all  of  the  technical  service 
that  customers  need.  These  jobs  don't  require  college  educations 
but  they  do  require  some  skills  beyond  high  school. 

If  we  get  some  control  over  our  health  care  costs,  we  are  going 
to  see,  although  fewer  jobs  in  the  paper  health  care  industry,  fewer 
claims  adjusters  and  data  processors  and  people  just  simply  deal- 
ing with  paper,  we  are  going  to  see  that  more  people  are  needed 
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in  the   actual  primary  care  areas — home  health   care,  long-term 
health  care.  Again,  some  training  is  going  to  be  necessary. 

The  point  I  want  to  make  with  you,  Mr.  Chairman,  is  that  there 
are  good  jobs  out  there.  I  have  seen  them.  They  are  not  necessary 
that  you  have  a  college  degree.  But  there  is  a  mismatch  between 
what  those  jobs  require  in  terms  of  skills  and  what  many  people 
have  or  fail  to  have  in  terms  of  skills. 

Senator  Metzenbaum.  I  want  to  turn  to  my  colleague,  Senator 
Durenberger,  in  a  minute,  but  as  I  look  down  the  list  of  projected 
growth  by  occupation,  1992  to  2005,  from  the  Bureau  of  Labor  Sta- 
tistics employment  projections,  I  saw  the  first  one,  786,000  sales 
persons/retail;  then  registered  nurse — that  is  a  higher-category 
kind  of  job;  cashiers;  general  office  clerks;  truck  drivers;  waiters 
and  waitresses;  nursing  aides;  janitors  and  cleaners;  food  prep 
workers;  and  then  you  get  down  to  a  category  of  system  analysts. 
So  up  to  that  point,  you  have  about  two  that  are  more  highly 
trained. 

Then  home  health  aides;  teachers/special  education — that  takes 
some  training;  human  service  workers;  computer  engineers,  but 
now  we  are  getting  down  into  the  lower  numbers;  personal  home 
care  aides;  medical  assistance;  paralegals;  physical  therapists  and 
physical  therapist  assistants. 

What  seems  to  be  totally  absent  from  the  list  are  the  jobs  for  the 
professional  people,  for  the  engineers,  the  highly  educated.  Most  of 
these  jobs  that  I  see  here  do  not  require  much  of  an  education. 

Secretary  Reich.  Senator,  actually,  we  have  to  be  particularly 
careful  about  the  occupational  categories  as  they  traditionally  have 
been  developed  and  analyzed,  because  in  the  sales  and  retail  cat- 
egory, for  example,  which  was  your  number  one,  jobs  range  from 
anywhere  between  $12,000  a  year  up  to  $50,000  or  $60,000  a  year. 
Some  sales  and  retail  jobs  are  very  low-paying  and  very  low-skilled, 
but  some  of  the  sales  and  retail  jobs  that  require  a  great  deal  of 
technical  experience  and  support,  selling  complex  machinery,  are 
much,  much  better  jobs  and  they  are  actually  very  good-paying 
jobs. 

You  mentioned  office  clerks.  Here,  too,  the  office  clerk  is  paid 
anywhere  between  $12,000  and  $45,000.  Some  office  clerks  are  ac- 
tually doing  fairly  advanced  administrative  work  and  they  have 
some  skill  under  the  belt. 

I  have  even  met  truck  drivers  who  have  a  modem  and  a  fax  right 
in  the  cab  of  their  truck.  They  are  timing  deliveries  for  exactly 
when  customers  need  those  deliveries,  and  then  they  are  helping 
business  customers  set  up  very  complex  machinery.  They  are  cat- 
egorized as  truck  drivers,  but  I  assure  you  they  are  earning  a  lot 
of  money  and  they  are  more  like  sales  technicians  and  service  tech- 
nicians than  they  are  truck  drivers. 

The  old  categories  are  not  giving  us  a  purely  accurate  picture  of 
the  new  economy.  I  don't  want  to  be  a  Pollyanna  about  it,  because 
there  are  many  people  who  are  getting  low-wage,  low-skilled  jobs. 
I  simply  want  to  say  that  with  adequate  skills  and  with  the  infor- 
mation about  where  there  are  jobs  and  what  skills  go  with  those 
jobs,  the  information  of  a  sort  that  we  are  going  to  be  providing, 
the  Bureau  of  Labor  Statistics  is  now  developing,  along  with  using 
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UI  data  and  a  lot  of  other  sources,  that  enables  people  to  move  to 
better-paying  jobs,  higher  skilled  jobs. 

Senator  Metzenbaum.  Senator  Durenberger,  I  have  some  more 
questions,  but  I  thought  you  might  want  to  make  an  opening  state- 
ment. 

Senator  Durenberger.  I  do,  Mr.  Chairman,  and  I  appreciate  the 
opportunity  to  do  that.  I  think  my  staff  has  prepared  a  formal 
statement  that  I  will  put  in  the  record. 

[The  prepared  statement  of  Senator  Durenberger  follows:] 

Prepared  Statement  of  Senator  Durenberger 

Mr.  Chairman,  I  commend  Secretary  Reich  and  President  Clinton 
for  their  leadership  in  bringing  this  issue  to  our  attention. 

According  to  the  General  Accounting  Office,  there  are  currently 
over  150  Federal  job  training  programs  administered  by  14  dif- 
ferent Federal  departments  and  independent  agencies  costing  near- 
ly $25  billion.  These  programs  do  not  function  as  a  comprehensive, 
cohesive  system,  but  often  operate  in  isolation.  This  fragmented 
system  is  duplicative,  ineffective,  costly,  and  confusing  to  job-seek- 
ers and  training  providers  alike.  Conflicting  eligibility  and  income 
requirements  add  to  the  barriers  States  face  in  providing  assist- 
ance. 

We  need  to  reinvent  the  labyrinth  of  Federal  programs  that  mas- 
querades today  as  our  Nation's  reemployment  and  job  training 
"system."  The  Reemployment  Act  is  a  significant  first  step  down 
the  long  road  to  reform. 

hope  to  build  on  my  own  strong  record  of  collaboration  with  the 
Administration  on  education  and  iob  training  issues — such  as  Stu- 
dent Loan  Reform,  Goals  2000,  trie  School-To-Work  and  National 
Service  bills,  and  the  Elementary  and  Secondary  Education  Act— 
to  help  move  fundamental  job  training  reform  legislation  through 
Congress  this  year. 

There  are  four  main  principles  that  will  serve  as  my  touchstones 
as  this  debate  moves  forward. 

First,  I  believe  there  must  be  broader  consolidation  of  existing 
programs  than  envisioned  by  the  Administration's  bill. 

The  Administration's  bill  proposes  to  consolidate  only  six  of  the 
largest  programs — under  the  Department  of  Labor's  jurisdiction — 
into  a  single  comprehensive  system  of  job  services  for  permanently 
laid-off  workers.  This  represents  only  5  percent  of  the  current  job 
training  programs  and  less  than  one-third  of  the  federal  expendi- 
tures on  job  training  programs.  This  is  a  good  start,  but  it  does  not 
go  far  enough. 

Second  more  responsibility  and  accountability  for  job  training 
should  be  transferred  to  the  States  and  local  communities.  One  of 
the  largest  problems  our  States  and  communities  face  in  providing 
job  training  and  assistance  is  the  rigidity  of  Federal  Government 
mandates  that  prevent  them  from  consolidating  funds  and  provid- 
ing services  better  suited  to  their  local  populations. 

Third,  any  new  reemployment  system  should  be  coordinated  with 
current  welfare  reform  and  student  aid  reform  efforts.  Federal  wel- 
fare programs,  student  aid,  and  job  training  programs  often  serve 
the  same  disadvantaged  adult  population.  Therefore,  reform  efforts 
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in  all  three  of  these  areas  should  be  coordinated  to  minimize  prob- 
lems for  clients,  States,  and  localities. 

Flnally9  job  training  reform  should  be  coordinated  with  income 
support  reform  proposals,  like  those  contained  in  the  Administra- 
tion's bill.  I  believe  that  we  have  an  obligation  to  provide  income 
support  to  those  people  who  are  trying  to  enhance  their  job  skills 
and  employment  opportunities. 

In  conclusion,  I  again  want  to  emphasize  my  strong  commitment 
to  work  with  the  Administration  and  my  colleagues  on  this  impor- 
tant reform  initiative. 

Senator  Durenberger.  I  want  to  express  in  an  off-of-the-top-of- 
my-head  way  my  regret  that  I  am  not  a  cosponsor  of  the  Sec- 
retary's bill.  Maybe,  Mr.  Secretary,  you  can  tell  me  what  you  told 
Senator  Kassebaum  when  she  said  she  couldn't  be  a  sponsor  of 
your  bill  also — about  her  particular  approach  and  why  you  were 
doing  just  as  well  and  how  eventually  you  were  going  to  get  to  her 
approach  or  whatever  you  told  her. 

Secretary  Reich.  No,  I  said  she  was  going  to  get  to  my  approach, 
Senator.  [Laughter.] 

Senator  Durenberger.  She  is  going  to  get  to  your  approach.  I 
appreciate  that.  Maybe  you  can  tell  me  how  you  are  going  to  get 
there. 

As  I  told  my  staff  when  we  were  all  debating  about  how  I  could 
be  most  helpful  to  you,  in  a  position  like  I  am — particularly,  I  am 
sensitive  of  the  fact  that  I  am  also  on  the  Finance  Committee  as 
well  as  on  this  committee,  and  what  I  kept  saying  to  them  that  one 
of  the  things  I  have  really  enjoyed  about  the  Secretary  of  Labor  is 
that  he  thinks  big.  He  is  thinking  in  the  larger  context.  He  is 
thinking  about  people,  but  in  the  larger  context  of  their  lives,  and 
then  he  can  see  through  all  of  these  programmatic  approaches  and 
these  sort  of  things  and  see  the  humanity  in  it  and  see  where  we 
ought  to  be.  So  I  have  a  natural  instinct  to  be  supportive  of  your 
efforts. 

But  I  must  say,  one  of  the  things  that  I  am  having  difficulty 
with,  looking  at  it  from  the  standpoint  of  income  security  policy 
and  the  administration,  is  trying  to  put  what  is  going  on  here  in 
the  context  of  welfare  reform  and  some  of  these  other  issues. 

Philosophically,  I  think  I  would  approach  all  these  issues  by  say- 
ing we  should  put  as  much  of  our  resources  against  preventing  the 
nonearning  period  in  the  lives  of  people  who  have  the  capacity  to 
earn  as  we  possibly  can  as  a  society.  If  I  were  going  to  start,  where 
would  I  start?  I  would  start  with  prevention,  and  I  would  work  my 
way  down  to  some  other  things. 

All  of  my  experience  with  prevention,  I  think  at  least  lately,  has 
been  with  the  Defense  Conversion  Act,  where  you  go  to  the  Depart- 
ment of  Labor  and  the  Secretary  will  call  you  up  and  say,  now  you 
can  announce  that  FMC  is  going  to  get  a  grant,  and  so  you  grand- 
stand back  home.  Then,  after  that,  you  have  to  weave  your  way 
through  all  of  the  regulations  in  order  to  make  it  happen. 

The  nice  things  in  my  community  have  been  where  people  can 
anticipate  changes  in  their  business,  as  you  are  talking  about 
health  care  and  so  forth.  And  within  a  company,  people  are  trying 
to  anticipate  this  and  begin  the  process  of  redirection. 
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Maybe  you  can  help  me,  first,  understand  why  this  approach 
needs  to  be  supported  from  the  standpoint  of  somebody  who  is  com- 
ing at  this  in  terms  of  preventing  people,  and  then  second,  as  it  re- 
lates to  welfare  reform  and  some  of  these  other  things,  and  then 
maybe  third,  the  issue  I  raised  first,  which  is  why  is  your  approach 
better  than  Senator  Kassebaum's? 

Secretary  Reich.  Senator,  on  the  first  point,  this  is  a  preventive 
program  in  the  sense  that  it  is  based  on  the  principle  of  early  inter- 
vention and  also  on  the  principle  that  you  want  to  get  people  as 
quickly  as  possible  into  the  next  job. 

We  see,  and  we  know  from  study  after  study,  pilot  project  after 
pilot  project  around  the  country,  and  I  have  seen,  as  I  have  trav- 
eled around  the  country  looking  for  what  works,  and  I  have  spent 
much  of  the  last  year  actually  trying  to  find  what  works,  there  are 
certain  principles. 

One  principle  is  if  you  can  get  somebody  job  search  assistance, 
good  information  about  where  there  are  jobs,  good  information 
about  what  skills  are  required  for  those  jobs,  what  training  is  nec- 
essary, and  feedback  about  who  does  the  best  training,  you  are  90 
percent  of  the  way  there. 

If  you  can  make  it  easy  for  these  job  centers  to  create  these  re- 
sources for  people  by  consolidating  programs,  by  providing  one-stop 
centers,  you  may  be  almost  100  percent  of  the  way  there. 

Finally,  if  we  can  provide  extended  benefits  and  target  extended 
benefits,  not  like  last  year  where  we  had  $14  billion  of  Federally- 
funded  extended  benefits,  but  target  extended  benefits  to  the  peo- 
ple who  are  really  needing  it  for  completing  their  training  to  get 
that  next  job,  if  they  need  training,  again,  that  brings  you  up  fully 
to  100  percent. 

That  is  what  this  program  does.  It  parallels  the  welfare  program. 
And  as  I  said  before,  my  hope  and  expectation  is,  and  we  haven't 
figured  out  exactly  how,  we  haven't  dotted  every  "I"  and  crossed 
every  "T"  in  terms  of  the  proposal  we  are  going  to  send  to  Congress 
with  regard  to  welfare,  but  I  hope  and  expect  that  this  one-stop  ca- 
reer center  is  equally  applicable  and  useful  for  anyone  who  needs 
the  job,  not  just  dislocated  workers  but  also  welfare  recipients,  be- 
cause 70  percent  of  the  people  on  welfare  at  any  given  time  will 
be  off  welfare  and  into  a  job  within  2  years  right  now.  The  trouble 
is  that  most  of  them  then  fall  back  into  welfare. 

Senator  Durenberger.  Is  there  something  in  this  proposal  that 
does  integrate  the  comp  payments  with  the  training  programs?  As 
I  recall,  during  that  period  last  year  or  2  years  ago,  there  were  a 
lot  of  people  who  were  in  training  programs  when  their  comp  ran 
out. 

Secretary  Reich.  Yes. 

Senator  Durenberger.  And  they  still  had  whatever  it  was,  6 
months,  9  months,  something  like  that. 

Secretary  Reich.  That  is  exactly  what  this  proposal  intends  to 
do.  You  would  be  identified  soon  after  you  entered  unemployment 
compensation  as  a  worker  who  was  unlikely  to  get  your  old  job 
back  again.  There  must  be  an  initial  assessment  after  about  5 
weeks. 

If  you  were  likely  to  get  your  old  job  back  again,  if  you  really 
were  one  of  those  old  workers  on  layoff,  then  you  don  t  have  to 
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worry.  But  if  you  are  unlikely  to  get  your  old  job  back  again,  then 
you  nave  to  get  into  reemployment  services.  You  have  to  be  given 
an  array  of  services,  including  training. 

And  if  by  week  16  you  are  in  a  training  program,  and  again,  you 
are  not  going  to  choose  a  training  program  that  doesn't  actually  get 
you  into  a  job,  you,  as  a  customer,  you  are  going  to  be  given  a  lot 
of  information  about  what  works  and  what  doesn  t  work.  But  if  you 
are  in  that  training  and  you  need  additional  income  support,  you 
ought  to  have  it,  up  to  an  additional  year  beyond  the  26  weeks  of 
normal  unemployment  insurance. 

That  is  particularly  true  of  somebody  who  is  coming  off  of  a  job 
where  you  have  had  at  least  3  years  on  that  former  job.  You  really 
are  in  trouble,  because  you  have  been  out  of  that  job  market  for 
a  long  time.  That  is  where  you  want  to  target.  If  you  have  had  only 
1  year  with  that  former  employer,  then  you  should  get  at  least  6 
months,  or  you  should  get  6  months  additional  beyond  the  unem- 
ployment insurance. 

We  don't  want  people  to  fall  onto  welfare.  We  don't  want  people 
to  wait  around  until  they  have  exhausted,  they  have  used  up  their 
unemployment  insurance.  The  idea  is  to  get  people  as  fast  as  pos- 
sible into  the  next  job  and  give  them  whatever  skills  and  whatever 
information  they  need. 

Senator  Durenberger.  Can  I  ask  you  a  definitional  question 
that  relates  to  one  of  the  experiences  I  know  that  we  had,  and  I 
mentioned  FMC  as  an  example.  It  seems  like  under  the  current  sit- 
uation you  had  to  have  your  pink  slip  before  you  could  get  into  the 
Federally-funded  program.  Why  is  that,  if  there  is  a  way  to  antici- 
pate that  the  pink  slip  is  coming?  Why  do  you  have  to  wait? 

Secretary  Reich.  If  you  can  anticipate  that  the  pink  slip  is  com- 
ing, you  can  go  into  these  one-stop  career  centers  and  you  can  start 
getting  all  of  the  reemployment  services.  You  can  also  start,  again, 
if  a  State  is  opting  in  to  this  more  ambitious  program,  you  can  get 
everything  you  are  entitled  to  in  terms  of  training. 

We  also  are  going  to  set  up  a  program  whereby  governors  will, 
if  there  is  a  mass  closing  of  a  factory,  will  have  to  react  very,  very 
quickly  with  a  SWAT  team — and  this  has  been  very  effective  for 
closing  military  bases — react  very  quickly  with  a  SWAT  team,  en- 
suring that  people  very,  very  soon  after  they  get  those  pink  slips, 
if  there  was  no  way  of  anticipating  those  pink  slips,  they  get  all 
of  this  array  of  services.  We  have  found  over  this  past  year  that 
that  has  worked  very  well. 

Let  me  go  back,  finally,  to  your  point.  I  have  not  had  a  chance 
to  talk  in  detail  to  Senator  Kassebaum;  I  have  not  seen  her  pro- 
posal. 

But  the  principles  here,  number  one,  consolidating  the  dislocated 
worker  programs;  number  two,  one-stop  shopping,  making  it  cus- 
tomer friendly;  number  three,  accountability  with  regard  to  infor- 
mation and  performance  standards  and  consumer  reports;  and 
number  four,  creating  the  possibility  for  consolidating  and  provid- 
ing services  from  all  other  vocational  training,  Pell  grants,  every- 
thing else  through  these  same  centers;  and  I  might  add  a  number 
five,  that  is  waiver  provisions  in  this  bill,  just  like  in  the  School 
to  Work  bill,  so  that  if  States  or  localities  want  to  do  something 
more  creative  and  want  to  pull  together  even  more  resources,  they 
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ought  to  be  able  to  do  so,  placing  a  priority  on  local  and  State  flexi- 
bility— all  of  these  principles  are  principles  that,  it  seems  to  me, 
given  structural  change  in  the  economy,  are  principles  that  both 
sides  of  the  aisle  ought  to  be  able  to  get  behind.  This  is  not  a  par- 
tisan issue. 

Senator  Durenberger.  All  those  programs  that  are  over  in  the 
Department  of  Education  could  be  pulled  in  here? 

Secretary  Reich.  If  a  State  adopts  this  one-stop  career  center, 
sure,  you  could  get  access  to  all  of  those  education  programs.  Any 
program  that  is  available  to  you  ought  to  be  accessible — will  be  ac- 
cessible— through  these  one-stop  career  centers. 

In  other  words,  to  State  the  matter  slightly  differently,  and  this 
is  the  point  I  made  with  Senator  Kassebaum  and  I  would  make 
today,  but  I  am  sure  she  is  at  conference,  the  point  is  that  there 
are  three  ways  of  consolidating  and  integrating,  and  we  are  using 
all  three. 

No.  1  is  direct  program  consolidation,  and  we  are  taking  every 
dislocated  worker  program  and  consolidating  it. 

No.  2  is  integrating  all  of  these  programs,  so  that  at  the  site 
where  customers  really  need  them,  you  can  get  access  to  every  pro- 
gram the  Federal  Government  provides,  education  and  training, 
and  that  is  that  one-stop  career  center. 

And  then  number  three  is  providing  waivers  to  States  that  want 
to  do  even  more  creative  things  and  have  even  more  flexibility. 

To  me,  this  is  the  best  of  all  worlds,  because  it  provides  maxi- 
mum flexibility  to  the  States,  it  consolidates  where  things  need  to 
be  consolidated,  and  it  also  provides  to  the  customers  access  to  ev- 
erything that  they  could  possibly  access. 

Senator  Durenberger.  After  you  have  been  integrating  and  wa- 
vering for  a  while,  you  might  be  able  to  consolidate  everything. 
Would  this  be  your  theory?  She  wants  to  consolidate  all  of  it  now. 
You  are  saying,  let  us  consolidate  it more  gradually? 

Secretary  Reich.  From  the  standpoint  of  trie  individual  coming 
into  a  one-stop  career  center,  the  individual,  it  would  all  look  like 
it  were  consolidated.  The  individual  doesn't  care  whether  one  com- 
mittee or  another  committee,  what  program  item,  what  bill — from 
the  individual's  perspective,  you  want  a  counselor  there  who  is 
going  to  help  you  and  get  you  whatever  you  are  entitled  to  get. 

Senator  Durenberger.  Exactly. 

Secretary  Reich.  So  from  the  individual's  perspective,  integration 
at  the  site  or  consolidation  here  through  bills  doesn't  make  any  dif- 
ference. Again,  waivers,  integration,  consolidation,  we  would  give 
extra  support,  extra  income,  extra  money  to  States  which  also  fold- 
ed the  welfare  jobs  program  into  these  one-stop  career  centers,  so 
that  you  could  use  tnem  even  if  you  were  a  welfare  recipient.  Now 
that  goes  far  beyond,  when  I  talked  to  Senator  Kassebaum,  that 
went  far  beyond  what  she  was  thinking  about. 

Senator  Durenberger.  The  chairman  has  been  very  generous  to 
let  me  ask  these  questions.  This  will  be  the  last  one.  I  just  want 
to  make  sure  I  understand  this. 

A  bunch  of  folks,  including  Congressman  Tony  Hall — who,  by  the 
way,  is  going  to  go  on  a  fast  next  week,  for  those  of  you  who  know 
him,  for  only  3  days  and  he  wants  you  to  join  him  for  at  least  one 
meal  or  1  day — but  anyway,  Tony  and  a  large  group  of  other  people 
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have  created  something  here  in  the  District  of  Columbia  called 
"People's  House". 

They  have  gone  out  and  they  have  found  out  where  all  the  pro- 
grams, government,  private,  and  everything  are  in  this  community, 
and  they  have  this  huge  volume  of  information  in  a  computerized 
system  downtown  so  that  people  can  call  a  number  and  there  are 
people  there  who  can,  even  though  they  don't  work  for  any  one  of 
these  programs,  these  people  can  refer  a  person,  like  you  are  talk- 
ing about,  in  need,  to  any  one  of  1900  different  agencies  or  re- 
sources or  whatever. 

Secretary  Reich.  That  is  what  we  are  talking  about  here. 

Senator  DURENBERGER.  This  is  what  it  sounds  like. 

Secretary  Reich.  Yes,  what  we  are  talking  about  here,  Senator. 
Obviously,  from  the  standpoint  of  the  individual,  they  shouldn't 
have  to  worry  about  which  category  they  fit  in.  From  the  stand- 
point of  government  funding,  we  cannot  treat  the  disabled  as  the 
same  as  dislocated  as  the  same  as  a  14-year-old  as  the  same  as  a 
65-year-old. 

People  have  different  needs.  We  want  to  make  sure  the  money 
gets  to  them,  but  we  want  to  make  sure  it  gets  to  them,  the  fund- 
ing and  the  information  and  the  services  get  to  them  as  efficiently 
as  possible.  That  is  why  this  kind  of  a  one-stop  center  seems,  to 
us,  to  make  the  most  sense. 

I  want  to  underscore  that  this  should  not,  and  I  hope  will  not, 
be  a  partisan  issue.  Everybody  here  in  this  body  and  in  the  other 
body  has  an  interest  in  helping  Americans  get  to  new  jobs  as  fast 
as  possible  and  get  the  skills  tney  need  so  that  those  new  jobs  are 
good  jobs. 

Senator  Durenberger.  Thank  you. 

Senator  Metzenbaum.  Thank  you,  Senator  Durenberger. 

Secretary  Reich,  one  of  the  more  controversial  aspects  of  the  ad- 
ministration's bill  is  that  provision  permitting  private  entities  to 
compete  with  the  employment  service  to  serve  as  career  and  one- 
stop  centers. 

Are  you  aware  of  any  examples  where  this  has  worked  pre- 
viously? 

Secretary  Reich.  Senator,  community  colleges,  community-based 
organizations,  and  others  have  offered  various  services  to  unem- 
ployed people.  Community  colleges  for  years,  for  example,  have  of- 
fered training  services.  They  have  sometimes  offered  counseling 
services,  occasionally  job  search  assistance  services.  So  there  have 
been  numerous  instances  in  which  community  colleges,  community- 
based  organizations,  and  others  have,  in  effect,  competed  with. 

Now  competition  sounds  like  it  is  a  zero-sum  game,  in  which  one 
institution  gains  only  at  the  expense  of  another.  We  are  dealing 
with  a  very  large  universe  here,  a  universe  of  people  who  need 
help.  The  employment  service  has  an  opportunity  of  gaining  re- 
sources, but  community  colleges,  community-based  organizations, 
other  groups  also  have  an  opportunity  to  gain  resources  if  they  do 
the  job  well. 

So  the  States  don't  have  to  embark  upon  a  competition  model, 
but  we  want  to  give  the  States  the  opportunity  to  embark  upon  a 
competition  model  as  well  as  a  model  in  which  everything  is  simply 
integrated  in  one  place. 
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I  have  talked  with  people  from  the  employment  service  about 
this.  Some  of  them  are  a  little  bit  nervous.  Those  who  are  doing 
a  great  job,  those  employment  service  offices  are  very  enthusiastic, 
because  they  say,  boy,  this  is  great.  We  are  going  to  get  a  lot  more 
resources.  We  can  do  an  even  better  job  than  we  did  before. 

Senator  Metzenbaum.  I  am  concerned  that  if  we  dismantle  the 
existing  public  programs  and  private  programs  fail,  that  we  may 
not  have  the  resources  or  the  public  support  to  recreate  the  public 
programs.  What  is  the  administration's  rationale  for  turning  tradi- 
tionally public  programs  over  to  for-profit  entities? 

Secretary  Reich.  There  is  no  turning  over,  and  also,  there  is  not 
an  abandonment  of  public  programs  here.  What  we  are  doing,  par- 
ticularly with  the  one-stop  career  centers,  we  are  giving  States  the 
option — the  option — of  enlarging  the  number  of  institutions  and 
outlets  for  all  kinds  of  services,  these  one-stop  career  services. 

Again,  it  makes  no  sense  to  insist  that  one  failing  piece  of  bu- 
reaucracy, if,  in  fact,  it  is  failing,  go  on  providing  the  same  failing 
services  as  before. 

If  you  have  an  employment  service  office  that  is  doing  a  great 
job,  that  employment  service  office,  as  I  said  before,  is  going  to  get 
more  resources.  It  is  going  to  have  a  greater  degree  of  responsibil- 
ity than  before. 

The  beauty  of  this  proposal  is  that  it  takes  the  best  of  what  the 
public  sector  is  offering,  it  takes  the  strongest  public  sector  institu- 
tions, it  enables  them  to  become  even  stronger,  and  it  also,  if  the 
State  opts  into  that  kind  of  system — again,  the  State  doesn't  have 
to  opt  into  a  more  competitive  model — it  at  least  creates  the  oppor- 
tunity for  States  to  allow  other  entities,  which  have  already  done 
a  great  job,  to  be  involved. 

You  know,  community  colleges,  Senator,  are,  as  I  am  sure  you 
know,  because  Ohio  has  some  of  the  great  community  colleges,  the 
great  unsung  heroes  of  helping  Americans  into  new  iobs.  They 
ought  to  be  given  the  opportunity,  like  community-based  organiza- 
tions, of  taking  on  part  of  this  responsibility. 

Senator  Metzenbaum.  But  Mr.  Secretary,  I  am  not  concerned 
about  the  community  colleges  because  I  do  agree  that  they  do  a 
good  job  and  we  do  have  some  excellent  ones  in  Ohio. 

What  is  concerning  me  is  when  you  get  into  the  private  sector, 
which  in  distinction  to  the  community  colleges,  which  is  really  a 
part  of  the  public  sector,  I  am  concerned  as  to  how  the  private  enti- 
ties will  be  paid  under  the  administration's  proposal,  how  much 
profit  will  they  be  allowed  to  make,  and  will  we  suddenly  have  sort 
of  a  private  employment  agency  operation  going  on  under  Federal 
Government  auspices. 

Secretary  Reich.  No,  there  would  not  be  a  private  employment 
agency  under  the  Federal  auspices. 

What  we  are  faced  with  here  is  an  ever-enlarging  market  for 
these  kinds  of  services.  Two-point-two  million  people  estimated  this 
year  who  are  going  to  lose  their  jobs,  an  estimated  1.3  million  of 
which  could  profit  by  and  need  employment  services.  About  one- 
third  of  them,  400,000  need  and  could  profit  from  training  services. 

What  we  are  saying,  in  effect,  to  all  parties,  whether  they  pro- 
vide training  for  profit  or  not  for  profit,  whether  they  provide  other 
services  for  profit  or  not  for  profit — and  by  the  way,  right  now, 
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there  are  a  lot  of  for-profit  training  entities  out  there — we  are  say- 
ing, you  have  to  be  more  accountable.  If  you  are  providing  training, 
if  you  are  providing  other  services,  you  have  to  provide  consumer 
reports.  You  have  to  show  what  your  record  is  in  job  placement  and 
helping  people  get  good  jobs. 

Senator,  right  now,  there  is  no  strict  accountability.  There  is,  cer- 
tainly, accountability  with  regard  to  certain  performance  stand- 
ards, but  there  is  no  feedback  mechanism  to  the  actual  customer. 
The  actual  customer  who  gets  some  particular  training  doesn't 
know,  first,  whether  the  training  is  linked  to  a  job,  nor  second, 
whether  that  trainer  has  had  a  good  record,  because  we  don't  re- 
quire those  people  who  are  providing  these  services  to  give  any 
feedback  on  what  they  have  done  before. 

That  is  the  present  system.  That  is  what  we  are  doing  right  now. 
What  we  are  proposing  is  a  new  system  in  which  everybody,  everv 
public  and  private  entity  that  is  now  involved  in  this  patchwork 
has  got  to  be  more  accountable  to  the  real  customer  of  those  serv- 
ices. 

Senator  Metzenbaum.  I  have  a  few  more  questions  on  the 
WARN  Act  and  some  other  subjects,  but  Senator  Dodd  has  re- 
turned and  I  will  yield  to  him. 

Senator  Dodd.  Thank  you,  Mr.  Chairman. 

Let  me  apologize  first  to  you,  Mr.  Secretary,  for  being  out  of  the 
room  for  the  oral  presentation  of  your  testimony.  However,  I  have 
had  a  chance  to  read  it. 

I  am  a  cosponsor  of  the  Reemployment  Act.  I  think  that  what 
you  are  trying  to  do  is  on  the  right  track,  and  it  hardly  needs  stat- 
ing. I  think  anybody  who  has  anything  to  do  with  this  over  the 
years  appreciates  the  fact  that  there  are  a  tremendous  number  of 
good  ideas  out  there  that  are  wandering  around,  and  trying  to 
bring  them  together  into  some  comprehensive,  coherent  way  makes 
all  the  sense  in  the  world. 

So  I  commend  you  and  the  President  for  this  effort.  I  think  it  is 
certainly  a  good  first  step. 

I  want  to  particularly  thank  you  for  incorporating  the  one-stop 
center  concept  into  the  legislation,  including  the  one  in  Hamden, 
CT,  I  know  you  are  familiar  with  as  a  result  of  your  visit  to  the 
State.  The  center  happens  to  be  working  very  well,  I  am  told,  as 
I  gather  you  are  aware  as  well.  I  am  pleased  that  you  were  able 
to  pay  a  visit  there  a  year  or  so  ago. 

I  just  want  to  say  something  to  you  that  I  know  you  have  heard 
me  say  and  I  know  you  are  aware  of.  In  Connecticut,  we  have  lit- 
erally lost  thousands  of  jobs — not  hundreds,  but  thousands — in  the 
last  number  of  months.  These  are  jobs  that  iust  are  not  going  to 
come  back.  We  can  talk  about  it  all  we  want,  but  they  are  not  com- 
ing back. 

There  has  been  a  significant  downsizing,  literally  in  the  250,000 
range  in  the  last  36  to  48  months  in  a  tiny  State.  A  lot  of  it  is  due 
to  the  recession,  the  credit  crunch,  the  change  in  the  whole  geo- 
political situation  in  the  globe,  and  obviously  the  substantial 
downsizing  in  the  defense  budgets.  Although  the  downsizing  is  nec- 
essary, it  creates  a  lot  of  dislocation. 

In  the  latest  round  of  layoffs,  we  are  affecting  workers  in  their 
40's  and  50's.  The  first  round  went  to  the  people  in  their  20's  and 


23 

early  30's  the  more  recent  hires.  Now  you  are  reaching  up  into  a 
category  where  the  future  job  prospects  for  that  crowd  gets  very 
thin,  to  put  it  mildly. 

I  am  very  supportive  of  what  you  are  trying  to  do  here  and  be- 
lieve it  is  on  the  right  track.  However,  there  is  a  sense  of  frustra- 
tion that  I  sense  when  I  go  back  home  and  talk  about  the  Federal 
efforts  in  job  training.  Their  reaction  has  gone  from  a  sort  of  curios- 
ity and  interest  in  the  proposal  to  the  point  now  where  people  are 
almost  getting  angry  with  me  when  I  bring  up  job  training. 

Their  point  is,  I  need  a  job,  Senator.  You  can  go  through  all  the 
training  programs  in  the  world,  but  at  the  end  of  the  day,  if  we 
are  not  creating  jobs  in  this  country,  if  you  are  not  coming  up  with 
better  ideas  on  how  to  produce  jobs,  then  all  the  job  training  in  the 
world  just  isn't  going  to  do  me  any  good.  They  are  getting  angry, 
very,  very  angry  about  their  prospects  and  future. 

I  know  that  you  know  the  importance  of  job  creation.  In  fact,  you 
have  been  preaching  about  it  and  talking  about  it  for  years,  long 
before  your  tenure  as  Secretary  of  Labor.  You  and  I  have  had  some 
good  discussions  about  that. 

In  the  past  administration,  we  saw  this  lip  service  to  job  creation 
at  the  expense  of  job  training.  My  only  worry  here  is,  that  we  not 
let  the  pendulum  swing  to  the  joo  training  side  of  the  equation  at 
the  expense  of  job  creation  effects.  I  think  it  is  important  that  peo- 
ple have  adequate  skill  levels  as  we  try  to  attract  and  create  new 
employment  opportunities. 

My  hope  is  we  will  strike  the  balance,  and  I  am  just  using  your 
presence  here  today  in  this  forum  and  this  committee  hearing, 
which  I  thank  the  chairman  for  doing,  to  emphasize  that  particular 
point.  Obviously,  we  must  develop  partnerships  between  the  pri- 
vate and  public  sectors  wherever  possible,  but,  I  believe  the  best 
jobs  are  in  the  private  sector. 

I  know  you  care  about  this,  I  know  you  believe  in  this,  and  I 
have  a  strong  feeling  that  we  have  to  both  create  jobs  and  enhance 
skills.  I  want  to  be  able  to  go  back  to  that  person  in  Connecticut 
and  say,  "listen,  it  is  not  only  the  job  training  issue.  I  want  you 
to  know  that  we  are  deeply  committed  to  creating  job  opportunities 
for  you  as  well." 

I  thank  you  for  listening  to  my  comments. 

Secretary  Reich.  Senator,  here  is  what  I  would  say,  and  I  have 
said  to  people  in  Connecticut  and  elsewhere.  It  certainly  is  not 
going  to  be  a  fully-satisfying  answer  for  somebody  who  is  right  now 
without  a  job  and  right  now  doesn't  seem  to  be  able  to  find  one. 

But  the  fact  of  the  matter  is  that  the  great  American  jobs  ma- 
chine has  started  up  again.  We  are  back  on  the  road  witn  regard 
to  creating  jobs,  but  there  is  a  profound  mismatch  between  what 
the  jobs  require  and  where  people  are  in  terms  of  their  skills,  their 
abilities. 

The  administration  is  putting  forth  a  1995  budget  that  has  sub- 
stantial increases  for  technology,  for  infrastructure,  for  projects 
that  directly  create  jobs,  for  military  conversion,  dual-use  tech- 
nologies. 

If  we  keep  interest  rates  down,  we  are  also  going  to  be  seeing  a 
continued  boom  in  consumer  durables  and  houses  and  automobiles. 
The  automobile  industry  is  now  beginning  to  hire  again,  but  they 
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are  hiring  people  who  have  more  specialized  skills,  higher  skills. 
They  are  not  hiring  the  relatively  unskilled. 

We  are  trying  to  open  markets.  We  are  trying  to  pry  Japan's 
market  open.  We  are  doing  GATT.  We  are  trying  to  open  up  and 
make  sure  that  Europe  and  Asia  are  open  to  American  products. 
But  those  export  jobs  pay  17  to  22  percent  better  than  jobs  here. 
You  have  to  be  ready  for  those  export  jobs.  You  have  to  be  capable 
of  learning  to  learn. 

That  is  why  you  have  to  look  at  both  sides  of  the  equation,  but 
that  is  why  I  keep  on  coming  back  to  skills. 

I  was  struck  yesterday — we  had  the  end  of  the  G-7  jobs 
conferenced,  and  Lloyd  Bentsen  and  Laura  Tyson  and  Ron  Brown 
and  I  stood  there  in  front  of  the  reporters  and  the  question  was, 
what  was  the  theme?  What  was  the  most  important  issue  that 
came  through  to  you?  I  didn't  have  to  say  a  word. 

The  Secretary  of  the  Treasury,  the  first  thing  he  said,  skills.  The 
Chair  of  the  Council  of  Economic  Advisers,  training  and  skills.  The 
Secretary  of  Commerce,  skills.  You  saw  it  in  today  s  coverage.  That 
was  the  issue  again  and  again  that  came  through  to  us  as  the  ad- 
vanced economies  all  become  more  technologically  sophisticated. 

Now  again,  I  want  to  stress,  this  is  not  going  to  be  a  satisfying 
answer  to  the  particular  individual  in  Connecticut  who  is  without 
a  iob  and  says  to  you,  Senator,  yes,  that  is  all  good,  that  is  great 
talk,  but  what  am  I  going  to  do  tomorrow?  I  have  used  up  my  un- 
employment benefits.  I  wish  I  had  a  job  I  could  hand  that  person. 

But  this,  plus  the  School  to  Work  program  and  the  Goals  2000 
and  the  skills  standards  and  a  lot  of  other  things  we  are  trying  to 
do,  this  is  going  to  get  us  back  on  the  track  of  matching  American 
skills  to  American  jobs,  and  good  jobs. 

Senator  Dodd.  I  appreciate.  As  I  said,  I  know  the  effort  is  there, 
and  you  have  properly  identified  that  frustration  that  is  out  there. 
I  realize  we  are  lagging  behind.  Other  parts  of  the  country  are 
doing  better.  We  are  not  alone.  I  think  your  former  State  of  Massa- 
chusetts is  also  feeling  it,  I  think  a  bit  better  than  we  are,  but  still 
the  brunt  of  it.  Maybe  it  is  unique  to  New  England  in  that  sense. 

Secretary  REICH.  It  is  not.  Senator,  it  is  all  across  the  country. 
The  New  York  Times  ran  a  poll  recently  and  asked,  how  secure  are 
you  in  your  job?  Forty  percent  of  Americans  said  that  they  worried 
that  within  the  next  2  years,  they  are  going  to  lose  their  job.  You 
see,  even  those  who  have  their  job  are  now  feeling  a  much,  much 
greater  degree  of  insecurity  than  ever  before. 

Senator  Dodd.  You  can't  pick  up  a  paper  at  home.  You  can't  pick 
up  a  paper  at  home. 

It  is  interesting,  I  just  met  with  some  kids  from  Close-Up,  which 
is  one  of  these  terrific  programs  that  brings  a  wonderful  cross  sec- 
tion of  high  school  students  to  Washington.  I  met  with  100  of  them 
from  across  the  State  of  Connecticut,  over  in  the  Capitol. 

I  asked  them,  how  many  of  you  hear  about  Whitewater  at  home? 
Not  a  hand.  How  many  of  you  talked  about  health  care  at  home? 
Seventy-five  hands  went  up.  How  many  talked  about  jobs?  A  hun- 
dred hands  went  up.  How  many  talked  about  crime?  A  hundred 
hands  went  up. 

It  is  on  their  minds,  jobs,  health  care,  and  so  forth.  These  are 
middle  class  kids,  by  and  large,  and  I  think  it  is  intriguing  that 
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that  is  the  subject  matter  they  care  about.  If  it  is  not  their  mom 
or  their  dad  who  has  lost  a  job,  it  is  the  next-door  neighbor,  it  is 
the  cousin,  it  is  an  older  brother.  It  isn't  just  a  story  in  the  news- 
paper— they  know  somebody  in  that  position,  too.  So  there  is  a 
great  fear  out  there,  a  tremendous  fear. 

I  appreciate  your  response,  and  I  know  you  care  immensely 
about  it. 

Mr.  Chairman,  I  thank  you  for  holding  this  hearing. 

Senator  Metzenbaum.  Thank  you,  Senator  Dodd.  We  are  very 
pleased  you  are  with  us. 

I  have  a  couple  more  questions,  Mr.  Secretary.  There  seems  to 
be  general  agreement,  supported  by  a  host  of  studies,  that  early 
intervention  is  a  critical  component  of  a  successful  dislocated  work- 
er program.  Participation  rates  are  substantially  higher,  more 
workers  get  jobs  sooner,  and  unemployment  compensation  claims 
are  lower. 

What  is  the  administration's  view  on  the  role  of  early  interven- 
tion? 

Secretary  Reich.  There  are  two  major  proposals  inside  this  piece 
of  legislation  for  early  intervention.  One  has  to  do  with  the  early 
identification  of  people  who  are  not  likely  to  get  their  jobs  back 
after  they  report  for  unemployment  insurance.  That  has  shown  to 
be  very,  very  effective  where  it  has  been  tried  around  the  country 
in  getting  people  into  new  jobs  quickly. 

The  second  is  to  build  on  the  legislation  which  you  championed, 
I  believe,  the  WARN  Act,  and  help  ensure  that  companies  which 
are  facing  downsizing,  companies  which  are  facing  layoffs  know, 
first  of  all,  of  their  WARN  Act  responsibilities,  governors  provide 
them  the  information  of  their  WARN  Act  responsibilities,  and  sec- 
ond, that  there  are,  in  effect,  SWAT  teams.  As  I  said  before,  this 
has  worked  very  well  with  military  base  closings,  so  that  as  soon 
as  there  is  any  information  about  a  pending  closure,  there  is  right 
on-site  the  capacity  to  provide  this  whole  array  of  services,  this 
one-stop  shopping  array  of  services,  to  people  who  are  right  there. 

Senator  Metzenbaum.  As  you  know,  early  intervention  isn't  pos- 
sible unless  the  workers  in  a  local  community  have  some  advance 
notice.  That  is  why  we  enacted  the  WARN  Act  in  the  first  place. 
The  WARN  Act  has  helped,  but  I  am  frank  to  say  that  employers 
are  now  about  twice  as  likely  to  give  workers  advice  notice  as  they 
were  before  WARN  was  enacted.  But  even  with  that  progress,  there 
are  substantial  problems  with  the  WARN  Act  in  terms  of  coverage, 
compliance,  and  enforcement. 

There  is  a  chart  that  shows  that  52  percent  of  all  the  employees 
questioned,  they  were  exempt  from  WARN.  Then  another  32  per- 
cent failed  to  provide  60  days'  notice.  So  there  were  only  16  percent 
of  those  who  were  terminated  in  that  manner  who  received  ade- 
quate notice. 

The  majority  of  the  employers  have  really  failed  to  meet  their  re- 
sponsibility as  indicated  by  the  blue  part,  so  that  the  16  percent 
is  really  quite  insignificant. 

Fixing  these  problems,  as  I  see  it,  is  a  critical  part  of  our  effort 
to  help  workers  minimize  the  adverse  impact  of  the  loss  of  their 
jobs,  and  frankly,  I  think  it  is  a  question  of  fairness  and  dignity. 
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Are  the  administration  and  you  committed  to  working  with  me 
and  us  to  see  to  it  if  we  can  address  some  of  these  problems  in  a 
legislative  proposal? 

Secretary  Reich.  Yes,  Senator.  In  fact,  I  believe  and  the  adminis- 
tration believes  that  workers  need  to  get  as  much  notice  as  is  pos- 
sible with  regard  to  plant  closings,  and  that  is  precisely  why  in  the 
bill  we  have  provisions  for  not  only  SWAT  teams  after  notice  has 
been  provided  and  after  workers  have  got  the  pink  slips,  but  also 
a  very  widespread,  large-scale  program  of  information  to  employers 
about  their  responsibilities  under  the  WARN  Act. 

I  would  be  very  interested  in  exploring  with  you  and  other  mem- 
bers of  the  committee  what  else  could  be  done  or  should  be  done. 
I  would  also  like  to  hear,  and  I  have  not  heard  and  I  would  like 
to  hear,  from  members  of  the  business  community  as  to  why  they 
find  this  objectionable,  if  they  would  find  any  of  it  objectionable. 

Senator  Metzenbaum.  We  will  go  with  a  new  proposal  on  this 
subject,  and  I  know  Congressman  Bill  Ford  in  the  House  will  do 
the  same  thing.  Senator  Kennedy  is  very  supportive  over  on  this 
side.  We  would  like  to  get  the  administration  to  work  with  us.  We 
want  to  pass  this,  because  I  think  the  intention  of  the  original 
WARN  Act  was  right,  but  the  implementation  of  it  has  not  worked 
out  as  well,  and  there  is  tremendous  disregard  by  many  employers. 
Two-thirds  of  the  employers  who  are  covered  are  just  not  inform- 
ing, so  I  think  we  have  to  do  something. 

Now  going  back  to  the  administration's  bill,  the  bill  permits  the 
Secretary  of  Labor  to  control  25  percent  of  appropriated  funds  and 
permits  governors  to  control  30  percent  of  the  remaining  75  per- 
cent. That  leaves  a  little  more  than  half  of  the  money  for  local  enti- 
ties. 

Frankly,  it  has  been  a  longstanding  concern  that  not  enough  pro- 
gram moneys  actually  get  spent  on  the  people  who  need  the  serv- 
ices. Shouldn't  we  require  that  a  specific  amount,  such  as  75  per- 
cent, actually  be  spent  on  job  training  at  the  local  level? 

Secretary  Reich.  I  am  happy  to  work  with  you  on  those  specific 
allocations,  Senator  and  other  members  of  the  committee.  Our 
sense,  again  looking  at  the  experience  of  what  works  in  various 
States  and  the  best  leading-edge  programs,  is  that  you  want  to  give 
some  degree  of  flexibility,  you  want  to  give  some  latitude  to  the 
States. 

Certainly,  you  don't  want  this  money  to  be  spent  on  administra- 
tive costs,  and  I  don't  think  you  were  hinting  that  that  is  where 
the  30  percent  went.  You  want  as  much  spent  as  possible  on  a 
whole  array  of  services,  not  only  training  but  also  job  search  assist- 
ance and  job  counseling  and  early  intervention,  job  assessment. 

THe  evidence  shows  that  for  many  people,  the  job  search  assist- 
ance and  the  information  system,  good  information  about  where 
there  are  jobs,  what  skills  are  required  and  what  training  can  get 
those  skills,  that  information  and  that  job  search  assistance  is  as 
valuable,  if  not  more  valuable,  than  training.  So  we  want  to  pro- 
vide an  array  of  services. 

But  obviously,  there  is  a  question  of  exactly  how  the  money  is 
allocated  and  now  that  discretion  is  provided,  and  we  would  be 
happy  to  work  with  you  and  other  members  of  the  committee. 
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Senator  Metzenbaum.  As  I  see  it,  the  30  percent  allocated  to  the 
governors  very  likely  will  wind  up  in  a  lot  of  administrative  over- 
head, and  I  think  that  same  30  percent  would  be  better  directly  al- 
located to  the  local  entities,  the  local  communities,  and  that  they 
spend  the  money  on  the  job  rather  than  elsewhere.  I  don't  know 
what  the  governors  do  with  their  30  percent. 

Secretary  Reich.  I  can  tell  you  where  some  of  that  30  percent 
goes.  For  example,  the  legislation  holds  that  some  of  that  30  per- 
cent has  got  to  go  to  the  kind  of  SWAT  teams  that  we  talked  about 
a  moment  ago,  that  is,  helping  people  who,  in  mass  layoffs,  sud- 
denly find  themselves  without  a  job,  getting  them  the  information 
and  services  they  need  right  away. 

The  governors  also  would  have  some  discretion  in  making  sure 
that  there  were  the  one-stop  career  centers,  that  there  were  facili- 
ties and  that  there  were  opportunities  to  set  up  one-stop  career 
centers  and  allocate  funds  around  the  State  to  where  there  were 
highest  areas  of  unemployment. 

But  there  was  no  intention — in  fact,  I  would  be  quite  opposed — 
to  any  suggestion  that  there  ought  to  be  high  administrative  costs 
associated  with  this.  Quite  the  reverse.  We  are  going  to  have  very 
strict  performance  requirements,  as  you  see  in  the  bill,  with  regard 
to  how  that  money  is  used  to  help  people  get  new  jobs. 

Senator  Metzenbaum.  Thank  you  very  much,  Mr.  Secretary.  We 
look  forward  to  working  with  you,  as  we  have  for  the  past  many 
months.  I  think  we  are  on  the  right  track  and  will  be  working  to- 
gether very  well. 

Secretary  Reich.  Thank  you.  If  I  could  just  say  one  more  thing, 
Senator.  It  was  just  whispered  in  my  ear  the  figure  that  I  was 
searching  for  in  my  brain,  and  that  is  that  there  is  a  cap.  Fifteen 
percent  is  the  cap  for  administrative  costs  in  that  bill.  Again,  that 
may  be  too  high,  that  may  be  too  low,  but  we  are  going  to  be 

Senator  Metzenbaum.  That  is  too  high.  If  it  is  15  out  of  30,  that 
is  half. 

Secretary  Reich.  No,  15  of  30.  It  is  15  percent  of  that  30. 

Senator  Metzenbaum.  Oh,  15  percent  of  the  30.  I  see. 

Secretary  Reich.  That  is  for  the  administrative  costs.  But  again, 
with  regard  to  whether  that  15  percent  of  the  30  percent  is  more 
or  less  appropriate,  we  are  happy  to  talk  about  it. 

Senator  Metzenbaum.  Thank  you. 

Secretary  Reich.  I  think  the  most  important  thing  is  that  we  get 
this  thing  going,  and  I  want  to  thank  you  for  all  your  help. 

Senator  Metzenbaum.  Thank  you  very  much.  I  appreciate  it. 

The  hearing  is  adjourned. 

[Whereupon,  at  3:43  p.m.,  the  committee  adjourned.] 
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